LOOKING INTO 1922 





The Outlook for Money Rates and Vohime 


General Trend Upward—What Will Happen to Foreign Exchange ww 
By H. PARKER WILLIS 


XPERIENCE during the past two 
or three years has impressed 
upon industrial prophets the 

necessity for conservatism and for the 
avoidance of hasty predictions. Nev- 
ertheless, at the year-end it is essential 
to take some account of stock and to 
endeavor, in at least a tentative way, 
to foreshadow the lines that are likely 
to be followed during the coming year 
in business transactions. Fortunately, 
the close of 1921 affords some clear 
evidences which may be relied upon to 
point the way to our probable course 
during the twelve months now about 
to open. 
The Banking Situation 

Fundamental in all estimates of pres- 
ent and future conditions is undoubt- 
edly our banking situation. The year 
1921 has been a time of trial for banks 
as for other businesses, but they 
have responded with courage and suc- 
cess to the demands made upon them. 

At the close of the year, our central 
banking mechanism, the Federal re- 
serve system, is in what appears to be 
an impregnable position. It has suc- 
cessfully financed a year of contraction 
and deflation and has raised its reserve 
holdings to the wholly unprecedented 
sum of near $3,000,000,000, largely gold, 
while it has cut down its unliquid 
assets to a point where they no longer 
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afford any ground for anxiety. Its re 
serve ratio is near 75% and its capacity 


H. PARKER WILLIS 
“Financial prospects for 1922 are favor- 
able although extent of the im- 
provement depends on factors whose 
scope is yet to be determined.” 


to finance business in any probable 
circumstances is unquestionably in ex- 
cess of what is likely to be demanded. 


~ 
Toren 
‘ ro 


x) 
7 


rhe rank and file of the banks of 
the country are also in a strong posi- 
tion. While there are “frozen loans” 
in many parts of the country, notably 
in some of the agricultural sections, 
they are not present in an amount 
which should give ground for anxiety, 
and the situation affords good reason 
for expecting that they will be success- 
fully disposed of in no distant future. 


Growth of Credit 


Reduction of rediscount rates at Fed- 
eral reserve banks to 4%%-5% has 
brought the cost of this form of ac- 
commodation down to a level which 
is certainly exempt from criticism based 
on the ground that it represents too 
high a cost of money. A correspond- 
ing decline in commercial and invest- 
ment rates has not been directly due 
to the change in rediscount charges, 
but is rather a simultaneous effect of 
a common cause. The improvement in 
the quotations of Liberty bonds and 
of other strong securities which has 
carried them well back toward their 
former levels is evidence of returning 
belief in the earning power of enter- 
prise and in the capacity of business 
to draw upon the market for funds as 
it requires. These good conditions may 
be expected to continue during the 
coming year. 


Interest rates have evidently not 
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reached their lowest level, but may be 
expected to move still further down- 
ward in the not far distant future. A 
correlative development will undoubt- 
edly be found in the further advance- 
ment of values of the best securities. 


TIME MON 


The year 1922 should be a time of 
restoration of investment values and 
of dividends, and while it is too soon 
as yet to predict the precise extent in 
which, or the date at which, such 
changes will occur, they should not be 
very greatly postponed but should be 
characteristic of the year’s. early 
progress. 

It is always possible, of course, to 
impair or shatter by unwise public 
policy, sound prospects of improve- 
ment, and such may possibly be the 
experience in this case. The adoption 
by Congress of unwise methods of 
taxation, either for the purpose of pay- 
ing bonuses or for some other object, 
would be disastrous to both Govern- 
mental and private credit. But there 
is, at the present time, no assurance 
that such a tendency is to be feared. 
Financial prospects, therefore, for 1922 
are favorable, although the precise 
character and extent of the improve- 
ment depends upon factors whose 
scope is yet to be determined. 


Buying Power of Public 


One of the most notable and most 
regrettable phases of the post-war 





financial situation was the falling off of 
investment demand on the part of the 
public. The tremendous overload of 
tax exempt Federal and State securi- 
ties which had resulted from the war 
made it hard for legitimate business 
enterprises to get proper access to 
credit, and threw nearly all business 
into confusion in so far as it was de- 
pendent upon new capital. 

A striking development of the year 
1921 has been the success in pushing 
Government securities out of the banks 

“and into the hands of the public, while 
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the public itself has succeeded in tio 
small measure in absorbing and digest- 
ing these securities. One outcome has 
been the great rise in the value of the 
public securities of all classes, amount- 
ing on the average to from 10 to 12 
points. This is symptomatic of a great 
change in the investment position of 
the public as respects Government se- 
curities, and in consequence a great 
difference in its general attitude toward 
all sgcurities. 


Advance in Investment Values 


Such changes are seen reflected in 
the general advance in investment 
values of all classes which has occurred 
in the past few weeks. Decided in- 
crease in the prices of all good bonds 
has been shown in the investment in- 
dex whose development has been fol- 
lowed in these analyses for some 
months past, and such increase has 
been exceptionally significant in recent 
weeks. Demand has shifted from Gov- 


ernment issues to sound railroad bonds 
and then to industrials, taking in too 
from time to time the best of the for- 
eign Government and municipal bonds. 

The growth in the buying disposition 
of the public is now gradually extend- 
ing itself to dividend-paying preferred 
stocks and bids fair to continue, grad- 
ually spreading through the whole list 
and taking in the more speculative in- 
dustrials at a later date. 

All this promises well for the future 
of the public’s interest in stocks and 
may be expected to continue through- 
out the coming months. There is as 
yet no indication of any return of the 
speculative fever of 1919, for the con- 
ditions of inflation and “booming” then 
prevalent are now absent. On the 
whole, therefore, the future outlook in 
speculative fields is hopeful and more 
wholesome than for a good while. 


Access to Capital 


As a result of the better interest and 
investment conditions the access of 
business enterprises to the capital they 
need has decidedly improved, supplies 
of funds being both cheaper and more 
abundant. The situation is well illus- 
trated by the absorption of the large 
volume of equipment certificates held 
by the Treasury and which Congress 
had been asked to cash for the benefit 
of the roads, in the so-called “railroad 
funding bill.” Without awaiting the 
adoption of any such measure, the mar- 
ket has absorbed a substantial quan- 
tity of these securities and other forms 


of offering have likewise been better 
received. 

The attitude of the public toward 
public utility securities as well as to 
other representatives of investment has 
also notably improved. All this indi- 
cates a prospect of -marked improve- 
ment in 1922 with regard to the legiti- 
mate expansion of business through the 
use of new capital. 


Increase of Production 


The closing months of 1921 have 
shown a very gratifying increase of 
productive capacity, and a lessening of 
unemployment. 

The line of growth in the steel in- 
dustry, after suffering from depression 
for a long time past, has at length 
turned upward, and may evidently be 
expected to maintain its more encour- 
aging trend. The same is true-in other 
metal industries. 

Agriculture has had a_ successful 
year, in so far as quantity of output 
is concerned, in practically all lines 
except cotton, even though the prices 
that have been realized by the pro- 
ducer have not been as good as had 
been hoped. 

Manufacturing industries are, in some 
cases, now nearly normal, this being 
notably true of the textiles, while con- 
ditions in the leather trade are certainly 
improved even if not satisfactory. 

Other basic lines of business report 
a percentage of normal output as hav- 
ing been obtained which is far better 
than for some time past. In view of 
the increasing absorption of surplus 
stocks, it would appear probable that 
this growth of output will continue 
during the coming year. Full demand 
will necessitate the restoration of for- 
eign trade, a problem which is as yet 
far from reaching a solution. Domes- 
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tically, however, the restoration of pro- 
ductive power holds out an encourag- 
ing prospect. 


Price Levels More Normal 


This situation has been greatly 
helped by an apparent stabilization of 
prices, at least for the time. The in- 
dex number chart shows, for the past 
two months, substantial stability with 
slight upward tendencies. This is due 
to the fact that our business has in at 
least a reasonable degree, adjusted it- 
self to the new price and productive 
conditions ensuing upon the collapse 
of the post-war boom. The greater 
stability of prices has been extremely 
helpful to industry, since it has given 
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business men better assurance and has 
thereby enabled them to make “forward 
contracts,” without the danger of heavy 
loss between the time of obligating 
themselves and that of filling the or- 
ders. In foreign countries, no such 
stability of prices has been attained, 
due to their disordered banking and 
currency systems, and the United 
States is, therefore, given a very de- 
cided advantage in its future business 
relations because of the possession of 
a stable medium of exchange in which 
to measure its transactions. 

It is not true, as alleged by some, 
that the possession of such a stable 
medium places it at a disadvantage in 
international trade. High prices and 
excessive costs are, of course, always 
a handicap in competition, but business 
would suffer a much more severe han- 
dicap if its values were to be based upon 
an unstable medium of exchange. We 
may reasonably expect a fair continuance 
of price stability in the absence of new 
and disturbing conditions not now fore- 
seen. This should greatly conduce to the 
free interchange of commodities during 
1922. 

If foreign countries can to some ex- 
tent stabilize their price levels it should 
also greatly facilitate progress in inter- 
national trade. Some of the more 
prosperous countries are already mak- 
ing a fair amount of progress in this 
direction. Changes in prices which 
are still in sight affect chiefly a few 
industries in which price readjustment 
has been resisted, and in which there- 
fore progress has been slower. In 
these, an accommodation to levels of 
value established upon a new average 
basis must take place, and is to be 
expected within the early future. This 
will involve the advance of some prices, 
and the further depression of others, 
but probably without a material effect 
upon the average level of wholesale 
values, although retail prices in va- 
rious lines will probably move further 
downward. 


Exchange Conditions 


Reference has already been made at 
one or two points in this review to the 
question of foreign trade and foreign 
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exchange. The experience of the past 
year has been unfavorable with refer- 
ence to exchange largely because of 
the fact that suspension of credit allow- 
ances on our part had tended to un- 
settle the basis of financing and to give 
our relations with foreign countries an 
unstable foundation. 

The question how to restore ex- 
change to a fixed level is one of the 
most difficult features of the present 
business situation and unfortunately 
we can hardly hold out much assur- 
ance for the coming year with respect 
to the correction of present evils. The 
proposal to hold international confer- 
ences for serious study of the whole 
problem is hopeful, and the announced 
intent to modify the German repara- 
tions settlement is also encouraging. 
It is, however, clear that as yet no 
definite plan has been evolved for the 
correction of conditions and that there 
is no ground for thinking that, even if 
one had been so developed, it would 
necessarily be so successful. Budget- 
ary conditions in foreign countries are 
closely intertwined with the exchange 
question and the latter cannot be dealt 
with effectively in the absence of some 
settlement of foreign Governmental 





credit problems. This is in itself a long 
affair and it would be strange if there 
should be more than very moderate 
progress toward better conditions in 
the future. 

The fact that the subject has at last 
been given some serious consideration 
by the various Governments is, how- 
ever, encouraging and should assist ma- 
terially in putting the financial com- 
munity at least in the way of a better state 
of things. 


Activity of Trade 


Meantime the activity of domestic 
trade continues to expand, as indicated 
by two excellent indexes—the turnover 
of stocks in retail establishments of 
large size and the turnover of bank 
credit as shown by figures indicating 
debits to deposit accounts. Both these 
indices point to a very marked restora- 
tion of retail trade demands. They 
may be expected to reveal a still fur- 
ther growth owing to the fact that un- 
employment is now declining and that 
goods are moving at many points where 
there has been stagnation in recent 
months. 
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Retailers’ stocks have been largely 
reduced and, in the agricultural dis- 
tricts particularly, there is better buy- 
ing power than for a long time past. 
True, in some of them failure to realize 
on crops as handsomely as had been 

(Continued on page 279.) 
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A Forecast of the Stock Market for 1922 


How Prices Have Moved in the Past—Where the Market Stands Today—The Future 
By RICHARD D. WYCKOFF 


HILE the accompanying graph 
W ives an excellent idea of the 

present position of the stock mar- 
ket, a few comments may aid some 
of our readers in their interpreta- 
tion of the probable course of prices. Let 
us therefore go back over the fluctuations 
of the past ten years, and see what basis 
we can find for a forecast of the coming 
year’s activities. 

Our graph begins with the fluctuations 
of 1912, and from that year until 1917 
inclusive we find only vertical lines in- 
dicating the high and low for the twenty- 
five rails and the twenty-five industrials 
separately plotted on the same graph. 
Beginning with 1918 and continuing toward 
the close of 1921, we have plotted these 
in the form of monthly highs and lows. 
This permits of more careful study. 

During the past four years we have 
combined the average prices of twenty- 
five rails and twenty-five industrials in 
what is known as a “range chart,” indi- 
cated by the irregular white space between 
the rails and the industrials; thus each of 
these three groups may be observed both 
separately and in their relation to the 
others. 


The Course of the Rails 


First let us take the rails and trace 
their course from 1912 to date. The 
fluctuations of that year were small indeed 
and anyone who recalls that period will 
remember how this long interval of dul- 
ness reduced the money making possibili- 
ties in this group. There was a tendency 
to sag, growing into a comparatively weak 
market in 1913. Some rallies followed in 
the next year, but in July came the war 
panic and prices reached their extreme 
low of the movement. 

The recovery in 1915 and 16 was of 
such limited extent as to indicate that 
something was still ailing the carriers, 
and the climax came in the threatened 
general bankruptcy toward the end of 
1917, at which time the government was 
forced to assume control of the railroads. 
After struggling along under Federal con- 
trol, the price of this group edged slowly 
upward until the cessation of the war, 
and during the following year slumps and 
recoveries alternated until, in February, 
1920, the rails reached the lowest point of 
many years. Another recovery late in 
1920 was followed by still lower figures 
in August, 1921. 

Since that time, notwithstanding greatly 
improved conditions in the railroad world, 
the recovery in proportion to the previous 
decline has been comparatively - small. 
That is, from a high average price of 
about 97 in 1912, the decline ran 50 points 
to 47 in 1921, but the recovery has only 
reached approximately 56%, or about 9 
points—less than 20% of the ten-year 
decline. Viewed from this standpoint, 
therefore, there is still evidence of 
much weakness in the railroad situa- 
tion. It is being overcome, but slowly. 

From another point of view many 
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railroad stocks must be regarded as 
bargains. A look at the graph seems 
to convince us that if we do not buy the 
best rails while they are down in this low 
range, we may be obliged to wait a long 
time before the opportunity will be re- 
peated. Such reasoning is, of course, 
from the standpoint of price fluctuations 
and does not take into account the vast 
changes in conditions affecting the rail- 
roads, which have developed during the 
past decade. It does not take into account 
the heavy labor cost, the damage wrought 
by government control, or what is most 
important in the eyes of many of the 
eastern systems, the exhausting competi- 
tion of the motor truck. 

Among the issues used in making up this 
average price for twenty-five railroad 
stocks, we find numerous high-grade divi- 


RICHARD D. WYCKOFF 
“The important point is that prices have 
evidently turned upward for the long 
trend” 


dend payers only partly recovering from 
the siege of the past few years; stocks like 
Union Pacific, Canadian Pacific, Delaware 
& Hudson, and others which formerly 
sold scores of points higher while some of 
the high-priced rails of former years are 
threatened with, or undergoing, or recov- 
ering from receivership. 

In all these considerations due regard 
must be given to the fundamental changes 
which the rails have undergone or are 
likely to encounter. There are factors 
such as possible consolidations, changes in 
rates and wage scales, growth of the 
country, competition of the motor high- 
ways, etc., all of which have an important 
bearing on the future market values of 
these shares. Another important element 
is the present ownership of the railroad 
stocks; this rests in the hands of the small 


American investor. Most of the great 
blocks of leading railroad stocks formerly 
held by the dominating interests in the 
railroad world and by the great estates 
affiliated with them, have long since been 
split up into lots of one to fifty shares. 
Few leading capitalists have ventured to 
reaccumulate their former large holdings, 
for the simple reason that they can em- 
ploy their funds in other directions with 
greater profit possibilities and fewer 
dangers. 


The Industrial Group 


Here we have an entirely different situ- 
ation. Beginning with the narrow 1912 
market, industrials declined 27 points to 
the low figure of the 1914 panic. To this 
point they have never since returned. 
Within two years thereafter, the industrials 
rose 72 points, or 150% of their 1914 low 
figures. In common with the rails they 
declined in 1917, registering a higher sup- 
porting point at about 62%. From this 
level there was an important recovery in 
1918; then a steady climb to the highest 
point ever recorded by this group—138 in 
the year 1919. 

We all recall clearly what has happened 
since. The two-year bear market which 
began at that time culminated with 
August, this year, in one of the most 
severe declines that the market has ever 
suffered. It was severe because of the 
great height from which it fell—71 points. 

From the low point in 1914 to date, the 
principal movements have been as follows: 

A rise from 48 in 1914 to 120 in 1916— 
72 points. 

A decline to 63 in 1917—57 points. 

A rise to 138 in 1919—75 points. 

A decline to 67 in 1921—71 points. 

Violent fluctuations these, and charac- 
teristic of the vast changes in earning 
power, equities, cash and stock dividends, 
as well as the depressed business condi- 
tions coming after the war—a sort of 
stock market spree from which we may 
expect these industrials more or less to 
settle down. Nothing in the present situa- 
tion seems to warrant a repetition of the 
time when Bethlehem Steel and General 
Motors ran up several hundred points. 
There will, of course, be market factors 
of prime importance growing out of the 
recovery in business and numerous _ stocks 
now selling at low figures should, withis 
the next year or two, advance to a point 
where they will materially affect the 
average prices. But we venture to pre- 
dict that the range of the industrial 
stocks is more likely to keep within 
more conservative bounds during 1922, 
than to equal the average figures made 
in 1916 and 1919—two years out of the 
last ten. 


The Combined Averages 


These are valuable because they indicate 
the core of the market’s trend. It will 
be observed how contrary have been simul- 
taneous movements of the rails and in- 
dustrials at times: in 1919 while the indus- 
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trials were soaring, the rails rallied poorly 
and went to new lows. In 1920 industrials 
declined heavily, while the rails worked up 
to their highs in November. In the early 
part of 1921 while the industrials were 
recovering somewhat, there was small re- 
sponse in the rails; and in the final market 
crash of August, the rails went down very 
little. 

The average movements of the fifty 
stocks split up into weekly movements 
and presented herewith, also form an in- 
teresting picture. We find a succession 
of drives and rallies which temporarily 
ended with the low point made during the 
week ending June 25th, at a price close 
to 58. There was a two weeks’ recovery 
and a decline the fol- 
lowing week; later 
another recovery, 
not quite so high, 
in the week of July 
6th; then a steady 
decline until the 
final low point was 
reached in the week 
of August 27th, 
just a fraction 
above the June low. 

To all intents and 
purposes the market 
in June and August 
made the _ well- 
known double sup- 
porting point which 
theoretically is an 
excellent foundation 
for a change in 
trend. The recov- 
ery from that point 
was rather sharp for 
the succeeding three 
weeks, reaching to 
about 67. This be- 
ing a higher point 
than that of July 
Sth, it formed a 
second confirmation 1921 MAY 
- of the market's abil- Fa} 
ity to lift itself 
away from the low 
levels and to begin 
its journey toward 
the culmination of 
the bull market 
which should natur- 
ally follow, assum- 
ing the low point to 
have been passed. 

The real test came 
in the succeeding 
weeks which were 
punctuated by many 
bear raids. How- 
ever, the bears were 
unable to drive these 
average prices of 
fifty stocks below 61% which was 
recorded during the week of October 22d, 
from which time the trend of prices has 
been steadily toward a higher level. The 
setbacks have been small and rather brief. 
The volume of trading has tended to in- 
crease on the advances and shrink on the 
reactions—always a good sign. 

As suggested in a previous article, 
money is now flowing from banking, 
commercial and agricultural channels 
into the security markets. The reservoir 
holding the supply of money is steadily 
being emptied into bonds, preferred and 
common stocks. 
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Where the Market Is To-day 


If it be true that the market has 
turned upward, and there is every evidence 
that it has, we may consider that it is 
in what we have defined as the marking- 
up period, there being three stages in every 
bull market, namely: (1) accumulation, 
(2) marking up, and (3) distribution. It 
is characteristic of this stage that what is 
known as the big speculative public does 
not participate. Investors come in with 
real money and lay the foundation for 
the advance by absorbing the floating sup- 
ply of securities, which remains after the 
big accumulation by large interests has 
been completed; but there is no great 


-STOCK« MARKET: AVERAGES: 


* 1918- 1919° 1920- 


@ 75RAILROADS 
@ 25 INDUSTRIALS 
FX COMBINED AVERAGES OF 
25R.R & 25 INDUSTRIALS. 


JUNE AUG SEPT ocr 


20 27 2 1017 24 1 8 15 12 


JULY 
1 16 6 


May-December Market 


Close Up of 
| a * Turning Points 


amount of speculation at this time. The 
movements which we are now witnessing 
indicate attempts of large operators to 
anticipate that period in the future in 
which general business will attain a pros- 
perous condition and the public will have 
excess funds with which to trade. 

A large part of the speculative public 
is either bearish, doubtful, hesitant, or 
has no money with which to operate. This 
leaves the course clear for those who are 
influential in the security markets. It is 
much better that prices should more or 
less be so controlled. Take the case of 
a stock now selling at 50; if there were 


something’ which six months from now 
would make it worth 100, there is no rea- 
son why it should be held down or per- 
mitted to stay down if some group of 
men have foresight enough to anticipate 
its being worth 100 in due course, A 
jump from 50 to 100 within a few days 
would be an unhealthy thing for the stock 
and the market, but a gradual approach 
to the objective point is most desirable. 
While a study of the course of prices 
is interesting and instructive, a thorough 
knowledge of the condition of the various 
industries and their tendencies is even 
more important to those who wish to 
benefit by the periodical ebb and flow of 
security prices. It is well, however, that 
no matter how one 
arrives at his con- 
clusions, he keep be- 
fore him a map, or 
as it is known in 
Wall Street, a chart, 
which will indicate 
whether prices are 
in the Buying Zone, 
or the Selling Zone, 
or in that more ex- 
pansive area where 
prices are in what 
we have designated 
as “No Man’s Land,” 
meaning the interval 
between the day 
when it is time for 
the long pull opera- 
tor to buy and the 
day when it is time 
for him to accept his 
profits, replace his 
money in the bank, 
and await another 
similar opportunity. 


Forecast For 1922 


Indications for 
the coming year 
are that the aver- 
age price of 50 
stocks, which, as 
this is written, 
stands at 68, will 
work up to between 
80 and 90; but I 
should prefer to 
take a conservative 
attitude in view of 
the fact that the 
high average prices 
of the 50 stocks 
were made under 
the stimulation of 
the great rise in 
industrials during 
1919. 

Such a rise should 
be greatly aided 
by a recovery in the rails, many of 
which are now in a strong position. 
We are evidently in a period when rail- 
road dividends will be inaugurated, re- 
sumed and increased. In view of the 
vast amount of these holdings, this 
prospect should be gratifying. It may 
be that this influence will carry the 
averages above the figures I have men- 
tioned, but nothing at present seems to 
justify any expectation of the averages 
getting above the 90 mark. 

Forecasting is a risky undertaking, 
however, and I trust my readers will bear 

(Continued on page 281.) 
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Will Commodity Prices Go Higher in 1922? 


How Industry Is Likely to Fare—The Future of Supply and Demand 
By E. D. KING 


ITH the year practically at a close, 
W the curtain is drawn on one of 
the most important and interesting 
periods in the history of economic develop- 
ment. During this period, events of major 
importance have transpired both with re- 
gard to the economic and political sub- 
structure of the world. The changes which 
have occurred have been of vital sig- 
nificance and must inevitably produce a 
profound and far-reaching effect on in- 
ternational and domestic trade conditions. 
Briefly, the year 1921 was a year of 
transition from a period of almost total 
demoralization in commercial activity occa- 
sioned by the sudden and paralyzing effects 
of the drastic deflation which commenced 
to prostrate business early in 1920, to a 
period in which new elements of stability 
have already begun to manifest them- 
selves. In retrospect, the year 1921, while 
marking the end of one of the most serious 
debacles in the history of world commerce, 
was also the beginning of a period which 
seems to herald the gradual restoration 
to a condition of stability and prosperity. 
From many directions come proofs of 
the changing character of the underlying 
economic situation. While depression still 
exists to a pronounced degree in many 
fields of industrial endeavor, in very few 
instances, at least in the United States, 
are conditions inferior to those existing 
at the beginning of 1921. Since last 
Spring, the character of business condi- 
tions have been changing, imperceptibly 
at first but now rapidly enough to af- 
ford a conclusion as to the actual trend 
—and that trend is upward. 

This conclusion has been reached 
through observation of many factors 
operating on the general business situa- 
tion. There is not room here to enter a 
detailed discussion of even the principal 
underlying factors, but it is of importance 
at least to know what they are. The 
principal contributory causes of the actual 
improvement in United States business 
conditions which are already observed in 
operation are the following: the_increas- 
ingly rapid rise of consumption over pro- 
duction” Which consequently must involve 
added production and greater business 
headway when further progress has been 
made with regard to the elimination of 
surplus stocks; the vast improvement in 
the banking situation, principally a result 
of added gold holdings and the gradual 
liquidation of indebtedness on the part of 
the various industrial and agricultural 
interests throughout the country; ) the 
greater stability of the price structure, 
as witnessed by price movements during 
the latter part of the year; the/lower 
cost of credit and its greater availability ; 
the partial liquidation of labor and the 
ensuing lower operating costs in many 
industries; and finally a spirit of greater 
optimism in business circles, without 
which no true progress can be made com- 
mercially. 

The combined weight of these important 
factors has thus been thrown on the con- 
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structive side and the fact of their in- 
creasing momentum validates the conclu- 
sion that ensuing developments will be 
equally, as favorable. 

There are, additionally, factors which 
have not yet begun to operate but which 
are just beginning to make their appear- 
ance and which will inevitably exert a 
profound and beneficial effect on inter- 
national trade conditions. Among such 
are the far-reaching steps being taken by 
various governments, either individually 
or through concert as at Washington, to 
improve the international financial situa- 
tion. Carried to their logical conclusions, 
these important efforts should result in 
lowering Governmental expenditures and 
thereby the present heavy rate of taxation, 


E. D. KING 


“Business men can enter the new year in 
the belief that the majority of their busi- 
ness troubles are over” 


with an ultimately ameliorating effect on 
business. Considering that the current 
heavy rate of taxation is one of the most 
serious obstacles to a resumption of trade 
on a large scale, the importance of the 
Washington Conference and other financial 
and economic efforts toward adjustment 
of world problems, cannot be over esti- 
mated. Partly as a result of the above 
and partly as a result of already improv- 
ing conditions in individual countries, ex- 
change rates have made _ considerable 
progress toward regaining a greater part 
of their old-time value. The exchange 
problem has been one of the most baffling 
to contend with during the past two years, 
and the improvement which has recently 
come into effect should eventually do a 
great deal toward restoring equilibrium to 
the world trade situation. 

Thus, the year 1922 is entered with the 
economic scenery considerably different 


from that existing at the end of 1920. 
While the effects of past conditions are 
still operating to the detriment of many 
business interests and while we are far 
from the ultimate goal of true economic 
stability, sufficient progress has already 
been’ made to indicate that the founda- 
tions of business are slowly being made 
stronger and that the outlook for 1922 is 
decidedly more promising than was the 
outlook for 1921 when we entered that 
year. 

On that basis, the task of estimating 
the possibilities for the various industries 
becomes less difficult. Inasmuch as the 
general situation is improving and a 
greater measure of stability is being at- 
tained, broadly speaking, individual in- 
dustries cannot help but be favorably 
effected, although, obviously, conditions 
within each industry will be the determin- 
ing factor as related to that particular 
industry. 

The law of supply and demand remains 
the governing factor in business and con- 
sequently an estimate as to the probable 
future condition of any industry will in- 
volve an estimate of this factor and this 
in turn involves analysis of the present 
statistical position of the industry, in- 
cluding existing stocks, potential and 
actual operating capacity, price levels, 
competitive conditions and various other 
factors which exert a controlling influence 
on business conditions, 

One of the determining factors and 
possibly the determining factor in the busi- 
ness outlook for 1922 will be the price of 
agricultural commodities particularly corn, 
wheat and cotton. There seems little 
reason to doubt that the broad tendency of - 
cotton prices next year will be upward. 
Nor is there much reason to fear much 
lower prices for wheat. The corn situa- 
tion remains the most involved one. The 
price of corn should be a good barometer 
of business conditions as it is the very 
low price of this commodity that has so 
largely curtailed the buying power of the 
agricultural masses. Probably no one 
factor had as much to do with the un- 
favorable operating conditions of the mail- 
order houses as the price of corn. 

Left to its own course, it is possible that 
the price level of this commodity might 
not vary greatly from the existing one. 
However, with the financial aid extended 
to corn growers through the agency of 
the War Finance Corporation, the neces- 
sity to sell at current low levels has been 
greatly modified and it is altogether likely 
that this will ultimately result in advanc- 
ing the price of corn thereby restoring at 
least a part of their former purchasing 
power to large masses of the agricultural 
population. 

The release of this large purchasing 
power may be expected to react very 
favorably on all interests directly and in- 
directly dependent on agricultural pros- 
perity. The price of corn therefore should 
be watched with unusual interest from this 
time on and any important upswing in 
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prices should be regarded as a practically 
certain sign of improvement in general 
business conditions. 


The Price Level 


There are sufficient facts to warrant the 
assumption that the price of commodities 
in 1922 will not be downward, to put it 
negatively. On the contrary, the price 
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situation should be somewhat the reverse 
of that existing during the earlier part 
of the current year when the trend in 
this respect was distinctly downward. 
Most of the principal commodities, some 
time during 1922, should reach a higher 
level than that reached during any time 
this year. This conclusion is supported 
by the fact that surplus stocks have been 
largely removed in many instances and 
by the fact that purchasing power at least 
potentially is increasing owing to the 
greater rate of employment. 

The attached graph on commodity prices 
is merely a pictorial effort toward de- 
scribing the price trend in 1921 and the 
probable future trend in 1922. It will be 
noted that in the majority of instances 
the projection into 1922 reveals an out- 
look for higher prices, and in not a few 
instances a higher level than that ob- 
taining at any period during 1921. 

Commodities which are practically cer- 
tain to advance to higher prices some 
time during 1922 are the following: non- 
ferrous metals, hides, leather, rubber, cot- 
ton and cotton goods, livestock, coffee, 
tobacco and chemicals. It is always diffi- 
cult to predict in advance what the price 
of wheat and corn will be, owing to crop 
exigencies, but even here it is almost a 
safe venture to prognosticate a_ rising 
scale of prices probably at the end of 
Winter. While the outlook for a higher 
steel market is not promising the proba- 
bilities are that prices will soon stabilize 
themselves and that with the end of Win- 
ter the tendency toward a lower level will 
evaporate with the better business that is 
bound to come about. 

Coal prices should probably stabilize 
themselves at current levels with an out- 
side possibility of an advance, especially 
in the event of a major strike in the in- 
dustry which may come about next Spring. 
It is improbable that oil prices will ad- 
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vance much beyond present levels as they 
are already out of line with prices on 
most commodities. The outlook for 
higher wool, sugar and paper prices is 
not particularly promising outside of arti- 
ficial measures, but these commodities 
will probably reach a measure of 
relative stability around current compara- 
tively low prices, although in the case 
of newsprint, further foreign competition 
might result in a still lower level. 


The Trend of Industry 
Analysis of the attached chart on the 
trend of industry reveals an almost uni- 
formly promising outlook. With the 
greater demand brought about by im- 
proving world conditions, the prospect is 
that industry, in general, will advance to 


a higher rate of operations than that 
reached any time during 1921. With 
allowances for the usual seasonal varia- 


tions, particularly in such industries as 
tires, automobiles, oil and coal, the trend 
is upward, 

Of all the industries, building seems in 
the most favorable position. The lower 
cost of materials and labor combined with 
the genuine need for new housing facilities 
has already given rise to a considerable 
advance in operations and this will be 
continued on an even higher scale during 
1922. Automobile and tire manufacture 
should also show a considerable increase 
next year, although the bulk of the in- 
crease in automobile manufacture will 
probably be confined to the three or four 
principal makers of low-priced cars. 

The textile, machinery and _ leather 
trades are in a favorable position and 


the trend should be gradually upward. 
Steel and iron production which has 
already shown a tendency to increase 


should rise to still higher levels early next 
year. Production in non-ferrous metals 
such as copper, lead and zinc will slowly 
rise, although in copper, the trend should 
be very moderate until further progress 
has been made with regard to the elimina- 
tion of surplus stocks. Coal production 
which is relatively low should show an 
increase while oil production should 
stabilize around these levels. The trend 
in tobacco manufacturing, particularly ciga- 


rettes, is upward and ‘sugar refining 
will benefit from the low price of raw 
sugar. The trend in paper production 
is upward. The mail-order houses 
will profit later on from the _ in- 


evitable improvement in agricultural con- 


ditions. Chemical concerns, particularly 
manufacturers of fertilizers, should find 
conditions greatly improved over those 


existing in 1921. 

It is, of course, impossible to predict 
a year in advance what will happen in 
trade and industry. A sudden and un- 
expected cataclysm would as_ suddenly 
alter the entire prospect. However, based 
on present conditions and conditions which 
may reasonably be expected to develop, the 
chances are that the above conclusions 
will not be found to vary greatly from 
actual conditions next year. As a tenta- 
tive guide toward future conditions, busi- 
ness men will probably find this study not 
to be without value and very likely the 
above conclusions are probably supported 
by their own views on the subject. 


Conclusion 
It is obvious of course that the above 





conclusions are to be interpreted merely 
as broad statements covering industry in 
general. No attempt has been made here 
to cover the prospects for any individual 
company nor is such intended. It is 
altogether within the realms of possibility 
that where an industry may be on the 
verge of recovery a particular com- 
pany or several companies in that in- 
dustry may not profit at all from the 
improvement. That may be due to special 
factors not at all pertinent to the industry 
in question. However, the strongest and 
best financed companies should and prob- 
ably will profit greatly from general im- 
provement. 

During next year there will undoubtedly 
be intense competition and the outlook 
is that many of the smaller companies 
will go out of existence or be taken over 
by the larger interests. Additionally with 
the prospect for ardent foreign competi- 
tion, new difficulties will attend many 
business undertakings. This is a factor 
to take into consideration. 

The path of industry during 1922 ac- 
cordingly is not at all likely to be entirely 
set with roses. 

However, the year 1922 promises to 
be a continuation of the present transi- 
tional period with the underlying situa- 
tion growing steadily stronger until 
probably by the end of the year a genuine 
measure of prosperity will have been 
reached. Jt is doubtful, of course, that 
the volume of business will at any time 
next year reach the enormous volume of 
the war-years, but it should certainly be 
larger than that of last year. The con- 
clusion, therefore, is that business condi- 
tions during 1922 are likely to show 
steady improvement from which prac- 
tically every industry should benefit. 

Considering the situation a year ago 
and comparing it with that today, we 
should be thankful. Business men can 
enter their new year with real justifica- 
ticn for the belief that the majority of 
their business troubles are over. Broadly 
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speaking we are in the beginning of an 
era of prosperity which within a few 
years may even exceed that of the period 
during the war. 
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CHARLES M. SCHWAB, OF 
THE BETHLEHEM STEEL 
Co., SAYS: 


In my opinion reduction in freight 
rates with such wage revision as will 
be necessary for that purpose and re- 
vision of taxes to encourage investment 
in productive industry are necessary to 
stimulate business revival. 

Employer and ‘wage earner alike 
must bear burdens of readjustment, 
and progress in coming year depends 
on how readily we accept the sacrifices 
both must make. 

My faith in eventual return of un- 
paralleled era of prosperity has never 
been shaken. 


COMPTROLLER CRISSINGER, 


OF THE U. S. TREASURY, 
SAYS: 


There has perhaps never been a time 
when industrial business and economic 
conditions throughout the world de- 
pend so greatly as now upon the de- 
velopment of political conditions. For 
this reason the fortunate turn which 
has been taken under the guidance of 
American Administration in the de- 
veloping political conditions of the 
world gives a true index of the general 
business situation. Almost instantly 
upon the recognition that the confer- 
ence on limitation of armaments was 
to be taken seriously by the powers of 
the world and was destined to accom- 
plish a great achievement for human 
welfare, there was a manifest reaction 
in important business and financial con- 
ditions. That improvement has con- 
tinued and developed almost precisely 
in the measure of day by day confi- 
dence that substantial and lasting re- 
sults would come from the conference. 

At the moment of writing, it is ap- 
parent not only that the conference in 
Washington is insured of a great ac- 
complishment, but that the long con- 
tinued efforts on the other side of the 
Atlantic for a permanent settlement of 
the Irish problem are also to be 
crowned with success. I regard it as 
quite within sound reason to say that if 
the conference in Washington shall 
bring forth a project of restricted 
armaments and better national under- 
standings which will make possible an 
early reduction of the burden of taxa- 
tion throughout the world and if the 
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negotiations regarding Ireland shall 
produce equally fortunate results— 
then the world will be justified to a 
degred that it has not been in many 
generations to look forward with hope 
and confidence to a new and better 
era in which there will be guarantees 
against war and assurances of the prog- 
ress of peace and civilization. 

Our own country with its vast ex- 
penditures on military and naval estab- 
lishments and with its intimate con- 
cern about the problem of Ireland and 
world conditions and also as the great- 
est creditor nation in the world, is sure 
to be the one that will first reflect the 
better conditions certain to result from 
the accomplishments I have suggested. 
Already this reflection has greatly 
brightened our business outlook. We 
are manifestly through the most diffi- 
cult part of the deflation period. We 
have come through jt without disaster, 
and we stand on the threshold of a 
new day, confidently looking to a future 
in which we see the brilliant promise 
of advancement to new accomplish- 
ments, an increasing importance and 
participation in the world’s affairs such 
as has seldom come to any country. 
I look forward to 1922 as assuredly 
marking the upward turn in American 
affairs and as in all probability marking 
also the beginning of restoration and 
secure rehabilitation to the rest of the 
world. 


GOVERNOR HARDING, OF 
THE FEDERAL RESERVE 
BOARD, SAYS: 


There are well defined cycles in 
business. We have the short and 
frequently recurring cycles incident 
to the changes of the seasons and 
all history shows that there are longer 
swings or periods of prosperity and 
depression, the rotation being about as 
follows: (1) Business activity and in- 
creasing production, (2) Excessive ex- 
pansion and_ speculation, followed 
hitherto by panic and forced liquida- 
tion, (3) A long period of slow liqui- 
dation, business depression and stag- 
nation, and (4) Revival. 

There are many indications that the 
beginning of revival is not far distant. 
When it does definitely set in, it will 
be followed in due course by a new era 
of prosperity. While the losses during 
the past two years have been great 
much experience has been gained and 
while experience is not transferable, ex- 
cept perhaps to a limited extent, the 
present generation of business men has 
several years of business activity ahead 
of it. 

In the light of this experience, we 
should remember, when we again enter 
into a period of full prosperity that a 
reaction will follow sooner or later 
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and if the flow of the incoming tide 
can be controlled so that the crest may 
not be reached too rapidly nor rise too 
high, the subsequent reaction will be 
less severe and the next period of in- 
dustrial and commercial activity and 
general prosperity will be marked by 
saner methods, greater achievement 
along constructive lines and by a 
longer duration than any which we 
have had before. We should not forget 
that the ebb of the tide is always equal 
to the flow and that the ebb in the Bay 
of Fundy, where the tide rises highest, 
is far greater than in safer harbors 
where the tidal fluctuations are more 
moderate. 


PRESIDENT CHARLES. KEITH 
OF THE CENTRAL COAL & 
COKE CO., SAYS: j 


All business concerns will write their 
own history for next year with no two 
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FRANK BAILEY 


Vice President, Title Guarantee & 
Trust Co. 





in effect alike. Those industries which 
were stimulated by war probably have 
a long period of depression ahead of 
them while others that were retarded 
by war will have the opposite con- 
ditions. 

As relates specifically to lumber: 
Both lumber production and supply in 
the United States are short approxi- 
mately twenty-seven billion feet. The 
demand for housing and delayed de- 
mand for general building, as trans- 
lated in building permits and in dollars 
for first 10 months 1921, are greater 
than any previous year; and as trans- 
lated in demand for lumber have had 
the result of reducing stocks in the 
United States to approximately one- 
half of what they were a year ago. As 
a result of this, since August 1, prices 
have responded so that they reflect an 
increase of 35 to 40% at the mills. 
It is our opinion that 1922 will see 
lumber values at an average of $10 
higher than 1921 with a demand in 
excess of productive capacity of the 
nation. 
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yoFor In 1922” 


WILLIAM FELLOWES MOR- 
GAN SAYS: 


I believe that business will improve 
during the coming year. The processes 
of reorganization arid deflation are now 
so well advanced that they are prac- 
tically finished. Present prices war- 
rant normal purchasing. The revision 
of the tariff and tax laws still leaves 
some uncertainties, but the great reduc- 
tion in appropriations brought about by 
the application of the National Budget 
System and the decrease in the de- 
mands for naval and military establish- 
ments which will result from the Con- 
ference on the Limitation of Armaments 
should release capital that is now tied 
up. I am convinced that business will 
be justified in taking an optimistic 
view of the future and that although 
the return of prosperity may be slow, 
it will be sure. 
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WILLIAM FELLOWES MORGAN 
Chairman, Merchants Ass’n of New York 


PRESIDENT ERSKINE, OF 
STUDEBAKER CORPORA- 
TION, SAYS: 





The sifting process through which 


the automobile industry has _ been 
passing this year will undoubtedly 
continue throughout next year. The 
surplus of plant facilities created dur- 
ing and immediately after the war will 
not be required to supply the demand 
for the next few years, estimated at 
two-thirds or three-fourths of the pro- 
duction capacity of the industry. This 
does not mean that the total business 


of 1922 will not exceed that of 1921,- 


which I believe it is certain to do, be- 
cause of the substantial betterment of 
general conditions and the improved 
outlook for export trade. Excluding the 
Ford business, the volume of the in- 
dustry for 1921 was less than 60% of 
1920. I predict a considerable increase 
over this percentage next year. Com- 
panies with ample facilities for econom- 
ical production, which offer best values 
in motor cars, will have nothing to 
complain of in volume of business. 
Our domestic and export markets will 
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easily absorb a million and a half- cars 
per annum, and this quantity may be 
placed as a reasonable minimum for 
our industry next year 


SECRETARY TREGOE SAYS: 


Forecasting what may happen in 1922 
is exceedingly difficult. The difficulty 
largely rests with complications, which 
may arise overnight. We have not yet 
grasped the real significance of the 
economic debacle, of the depression, 
and it is our strong hope that all of 
the thoughtful citizens of our country 
may contemplate this event as of ex- 
treme significance, and furnishing a 
message which should be heeded in our 
commercial affairs. 

Not until sixty days ago were we 
satisfied in Qur own minds that the 
bottom of the depression had been hit. 
Not until thirty days ago could we 
recognize even the slightest improve- 
ment. 

We are now delighted to say that 
basically, conditions have improved 
slightly, and barring the arising of com- 
plications, this improvement should 
continue and be very manifest in the 
early Spring. 

Basic materials should record a very 
good improvement at the time we have 
indicated. 

The real serious feature at present is 
the impending economic disaster in 
Central Europe. This could not happen 
unless we were hurt by some of the 
flying missiles. We can not divorce 
our own career from that of our 
brothers abroad. It is impossible, and 
unthinkable. 

Concentration of effort should be de- 
voted to this situation; the problem of 
the entire Allied debts should be con- 
sidered seriously, yet complacently. 
We must not expect too much, we must 
not demand too much, we must, with 
our great riches, help generously to 
keep the structure intact, for should it 
crash down we would be hurt, beyond 
question. 

The increasing reserves in the Fed- 
eral Reserve Banks and the larger de- 
positories of the country, indicate the 
husbanding of resources which should 
be available when business demands 
legitimate assistance. 

Collections throughout the country 
are more or less complained of, a large 
number of failures may be anticipated 
in the next sixty days, but this should 
not breed concern. It is but natural to 
expect them at this time. 

In the city’s department stores there 
is more or less business; in the rural 
districts sales are sluggish. In the 
agricultural district there is more or 
less distress, and this is a situation 
which affects the restorative process. 

Altogether, with its complexities and 
the extreme difficulty of ‘forecasting 
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with any degree of accuracy, it is a 
period for constructive optimism, a 
time when we must express faith in 
our country and confidence in the 
future. To miss these elements is to 
miss an inspiration which should help 
us more than anything else to get back 
to normal, and to play our full part in 
domestic and international affairs. o 


VICE-PRESIDENT BAILEY 
SAYS: 


Nineteen hundred and twenty two 
will be an interesting year, and will still 
hold possibilities of great trouble 
the financial world. All finance is not 
based alone upon economiié fules, fot 
from precedents can proper deductions 
be considered unless the spirit or 
morale of the people is considered be- 
cause good morale stands for good and 
sound finance, and poor morale stands 
for national bankruptcy. 

In this country, I believe that we are 
drifting towards a better morale. There 
are three cardinal principles to be ob- 
served in studying morale: 

First, the spirit of work. 

Second, the spirit of co-operation. 

Third, the spirit of obedience to avu- 
thority. 

I believe from very direct investiga- 
tions that in all three of these prin- 
ciples, America is improving. 

Now, with the spirit of hate existing 
in Europe, certainly the spirit of co- 
operation does not exist. The spirit of 
obedience to ‘authority is absent be- 
cause in many cases they change their 
authority frequently, and authority al- 
ways does what you ask. The spirit 
of work is returning in many of the 
communities, but the spirit of “bunk” 
still seems to prevail. With no na- 
tional budget of the great nations yet 
balanced, with the printing presses still 
feverishly printing marks, kronen, 
lire and francs, with the politicians 
sacrificing sense to votes and judgment 
to opportunism, Europe is slowly re- 
covering from the war, but its morale 
has not yet recovered, and where 
morale has not yet recovered, there 
can be no progress. 

I therefore do not believe that 1922 
will be an entirely happy year for I 
cannot believe that we can be pros- 
perous unless the rest of the world is 
prosperous. In general, however, the 
curve of improvement is up, but it will 
not go up very fast. 
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What the Administration Has Done—Its Plans 
A Statement by Senator France 


Has Harding Helped Business?—What the Government’s Proposals Are 


for business? 
What does the Administration 
plan to do? 
What might the Administration do? 
These are among the questions occupy- 
ing the minds of investors and business 
men toward the close of the year. And 
they are uppermost questions; for the 
country has learned how important a part 
in the industrial trend government now 


plays. 


W i has the Administration done 


Harding’s A plish ts 

The accomplishment of the Harding 
Administration thus far in its regime 
seem, to an unprejudiced observer, to be 
largely in the nature of first steps. How- 
ever, it should be remembered that the 
Administration has only been in office 
slightly over eight months; that it in- 
herited many tangled and severely per- 
plexing problems; and that, therefore, 
little more than “first steps” could have 
been taken from March 4, 1921, to date. 

Among the “first steps” has been the 
movement toward reducing taxes. Here, 
certainly, it may be said that the Ad- 
ministration has gone far. The way has 
been pointed to a very sizable reduction 
in the cost of Government by a virile and 
resourceful budget commission. 

Another “first step,” but what is prob- 
ably the Administration’s great achieve- 
ment to date, has been the Arms Confer- 
ence. Through this conference -what even 
hostile critics would admit to be the most 
perplexing problems faced by this coun- 
try if not the entire world, today have 
been made the subject of open discussion ; 
and as three direct consequences (1) re- 
duction of naval armaments has been 
agreed upon; (2) the seething problems 
of the Far East have been openly threshed 
out; and (3) a treaty has been signed 
whose eventual usefulness in the preven- 
tion of wars may make it an outstanding 
document of its kind in world history. 

In matters of purely domestic signifi- 
cance, criticism that is allowed to form 
itself from the results tends to the ver- 
dict that President Harding has done 
much that is admirable toward improving 
business conditions. Particularly may be 
mentioned the pressure that has led to 
constructive action on the part of Gov- 
ernment departments and boards; the im- 
portant steps already taken toward 
refunding of the Allied debt; the move- 
ment to re-establish the Merchant Marine, 
whose full force may soon become ap- 
parent; progress toward reducing direct 
Government interest in the affairs of pri- 
vate business. Relief extended to corn 
growers through the War Finance Cor- 
poration—a step, by the way, which is 
expected to result in substantially im- 
proving the financial position of this large 
industrial section; and so on. 

Of course no unbiased critic would 
point to this record as justifying un- 
usual enthusiasm or unstinted praise. 
On the contrary, it might be easy in 
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some respects to cavil at what hag been 
done. However, a reasoning attitude 
will take into consideration the compli- 
cations that have had to be faced and 
conclude that, judged both by what it 
has done and what it has tried to do, the 
administration has proven itself to be on 
the side of better business and anxious 
to lend its support to this end wherever 
possible. 


What the Administration Plans 


No more authoritative outline of the 
Administration’s plans for the future 
could be drawn, of course, than that sup- 
plied in President WHarding’s opening 
address to this session of Congress. There 


SENATOR FRANCE 


Who says, “Prosperity lies in the lap— 
not of the gods—but of the Government 
at Washington” 


follows a brief summary of the Presi- 
dent’s recommendations : 

Funding and settlement of defaulted in- 
terest on foreign loans. 

Expansion of the merchant marine. 

Permanent tariff legislation. 

Farm relief. 

Adjustment of freight rates. 

Adoption of means to avert 
strikes. 

Discontinuance of non-taxable security 
issues. 

By announcing this program, the Ad- 
ministration has, undoubtedly, set for 
itself tasks of great magnitude. Besides 
the difficulties inherent to the program it- 
self, there is little doubt that considerable 
opposition will be encountered, both at 
the hands of the Congress and from the 
country at large. 


labor 


Irrespective, however, of the entire pro- 
gram’s chances of success, the point that 
business men and investors will find most 
interesting, in it is the fact that it aims 
directly at relieving the primary ob- 
stacles to industrial recovery. It is ap- 
parent that the Administration considers 
sound and healthy business conditions to 
be of outstanding importance and that its 
chief energies in the months just ahead 
will be directed toward this end. Invest- 
ors and business men will derive encour- 
agement from this attitude. 

Just what course the Administration 
will take; exactly what its treatment will 
be of the problems it has assumed; these 
of course, are for the future to reveal 
Procedure on a given question is bound 
to shape itself, more or less, to conform 
with events and situations at the time the 
question is taken up. The Administra- 
tion’s procedure presumably, will fotlow 
such a line. 

Meantime, the impression that is 
gained both from the administration’s 
record and from its plans for the future 
is that business throughout the country 
can count upon the best support that 
can be given it, with due regard for the 
limits imposed, 


The Views of Senator France 


In view of the unusual interest attach- 
ing at this time to the program of the 
Harding Administration, THE MaGazINe 
or WALL Street sought the views of lead- 
ers of thought in Washington, both as to 
the past record of the Government as well 
as the methods it should adopt in handling 
future problems. 

At the Macazine’s request, a_state- 
ment of his opinions on these subjects was 
prepared for our readers by Senator Jo- 
seph Irwin France, of Maryland, one 
of the most progressive members of the 
Senate and a man whose record has won 
him a large following. 

In Senator France’s statement it seems 
of particular interest to note, (1) his as- 
sertion, in effect, that “only by govern- 
mental action can economic normality be 
restored”; (2) that “there is no funda- 
mental reason for depression while the 
world stands in such desperate need of 
raw materials and manufactured goods”; 
and, (3) his plan for the restoration of 
stability in the exchange market. 

The Senator’s statement follows: 


Government’s Importance Today 


“In ordinary times the political factors 
—political events and governmental poli- 
cies—exert but a minor influence on 
business condifions within the United 
States. They have then little to do with 
the shaping of the volume of affecting 
the activity of trade and industry. At 
such times commerce functions and Wall 
Street goes its way with considerable in- 
difference to Washington. But today 
commerce and the markets are con- 
trolled by the political factors, because 
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it is only by political—governmental— 
action that economic normality can be 
regained. 

“We are now in a period of inactivity, 
of unemployment and of industrial and 
financial depression which may become 
more critical, but which might be quick 
relieved by wise, courageous and com- 
prehensive governmental measures. 

“Our banks in the cotton and grain 
states and in the large industrjal centers 
ate filled with frozen assets because of 
the inability of the cotton and grain pro- 
ducers and the manufacturers to find a 
market for those products upon which 
the credits are based. The industrials, the 
rails and the specialty stocks, such as 
the oils, are feeling and reflecting the 
unfavorable conditions. 

“The principal immediate cause of the 
depression is to be found in the startling 
decrease of our exports which were ap- 
proximately three billions less during the 
first ten months of 1921 than they were 
in the same period of 1920. This large 
sum would have paid the wages of four 
million men, at an average of $70 a 
month for the ten months. 

“Our prosperity during the _ early 
period of the war, with the phenomenal 
rise in industrial and other stocks was 
due, of course, to our large exports. 
Some reaction from that abnormal pros- 
perity was to be expected, but such a col- 
lapse of our exports as we have experi- 
enced was unnecessary, and it could have 
been avoided by sound governmental 
policies. There is no fundamental reason 
for unemployment and industrial depres- 
sion here while the world stands in such 
desperate need of raw products and man- 

















SECRETARY HOOVER 


The “business engineer” of Harding’s 

cabinet, whose efforts in European and 

Russian relief have been of inestimable 

value in building up favorable American 
sentiment abroad 


ufactured goods. Europe today needs 
goods for her rebuilding and reconstruc- 
tion in quantities as great as those for- 
merly required for destruction and pur- 
poses of war. 
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A Remedy for the Exchange Situation 


“Europe can not purchase from us, 
because of the unfavorable rates of ex- 
change, partly due to her large indebted- 
ness to us of more than fifteen billion 
dollars, represented by the debts and in- 
terest owing by the allied powers, perhaps 
three billions of dollars of open accounts, 
and some other obligations, 

“I long since called attention to the 

















SECRETARY HUGHES 


Mr. Hughes’ activities under the present 
administration have restored the United 
States to the forefront in world affairs 





destructive effect of this debt of Europe 
to us and proposed a plan for the swift 
and equitable liquidation of her obliga- 
tions. More recently our international 
bankers, realizing the danger resulting 
from these debts, have advocated either 
outright cancellation, which is impossible 
because it would ruin any political party 
proposing it; or funding these obliga- 
tions into long-term bonds with the de- 
ferment of interest payments. This latter 
plan is not acceptable because it is at 
once unpopular and no effective remedy 
for the evil. 

“The remedy which I suggest is the 
only effective, rational and equitable one. 
I propose that the United States pur- 
chase from the allied and associated 
powers for an amount equal to their 
indebtedness to us their interest in the 
former German colonies in Oceania and 
Africa, and also the marine cables, con- 
veyed by Germany, under the Versailles 
treaty, to those allied and associated 
powers of which we were one and are 
still entitled to our share in those valu- 
able possessions. 

“This transaction would relieve the 
exchange situation, enable Europe to buy 
from us and give us, in place of doubtful 
assets, sound properties and new territory 
equal to one-third of the area of our 
present domain. It would enable us to 
participate in concert with our former 
allies in the rational development of the 
vast continent of Africa in the interest 
of all the nations and peoples. This 


‘deal’ would largely liquidate the inter- 
national indebtedness, so demoralizing to 
trade, without the further embarrassments 
and probably insurmountable difficulties 
of settlements in goods and gold. 

“In connection with this plan, the Ger- 
man reparations to the allies should be 
fixed at a reasonable sum, and Germany 
should be given credit on this account for 
the very valuable possessions which she 
has already conveyed 


Russia a Market Factor 


“The buying and productive power of 
Europe can not be restored with Russia 
prostrate; so, as an essential part of 
world stabilization, the United States 
should simultaneously proceed to the 
solution of the Russian problem. We 
should immediately send a commission to 
Russia and invite a Russian commission 
here to negotiate concerning all the ques- 
tiens which must and can be settled prior 
to-a recognition of that government. 

“The Russians are ready to negotiate 
all questions, including the recognition 
and payment by Russia of her proper 
share of the old imperial government debt 
Upon recognition, Russia would enter the 
money markets of the world to borrow 
at least two billions of dollars for the 
purchase from the United States and 
other countries of goods which she needs 
for her economic rehabilitation 

“We need not worry about communism 
Russia has abandoned it, The present 
financial, economic and industrial organi- 
zations of England, France and the 
United States are not the result of capi- 
talistic theorizing, but of the play and 
interplay of individual, social and eco- 











SECRETARY MELLON 


Alert, efficient and farsighted, Secretary 

Mellon’s department is now facing its 

greatest problem—the funding of the 
Allied debt 


nomic forces; and these same forces 
would quickly rebuild a capitalistic Rus- 
sia if allowed by us to operate freely. 
“The rehabilitation of Russia and her 
(Continued on page 294) 
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How Bucket Shops Swindle Bankers and Brokers 


Methods That Enable Them to Dupe Legitimate Houses—What Can the Stock Exchange Do? 


Editor’s Note: The following article is 
the fourth in our series, “Bucket Shops 
and the Remedy for Them.” 

The articles have, literally, created a 
sensation. They have demonstrated that 
previous efforts to stamp out the bucket 
shop evil have gone for nothing. They 
have shown that this swindling system 
has cropped up again, altered only in re- 
spect of being more malignant and pow- 
erful than ever before. They have elici- 
ted commendatory letters from investors 
all over the country—letters like the 
two published here which prove that 
“The Owl’s” description of the bucket- 
eer’s campaign plan is accurate in the 
extreme. They have led other publica- 
tions to take up the cudgels against this 
nefarious system. They have aroused 
the constituted authorities to the need for 
immediate and drastic action. 

Present indications are that, as a result 
of these exposures, another effort will 
be made to tear the bucket shop system 
up by its roots and stamp it forever out 
of the world of finance. It is unneces- 
sary to say that we are proud of having 
contributed to this movement. 


T has been said that the legitimate 
broker and the banker are defrauded 
right along by the 


—that the reason it apparently can do 
business in listed stocks without keeping 
any part of the commission is that the 
rules against splitting commissions is 
evaded by the exchange members sending 
their unlisted business to their non-mem- 
ber clients, 

All sorts of securities come into broker- 
age offices seeking a market. Just as 
often orders to buy similar securities are 
received. Many of these stocks and bonds 
are gilt-edged, but simply are not listed 
on any regular exchange. 

After Receiving Orders 

When such buying or selling orders are 
received there is nothing for the broker 
to do but to shop around over the tele- 
phone. It is the effort of the trader— 
as distinguished from the actual broker 
—to get in between an offering and a 
bid for the same security. Then by 
buying from one and selling to the 
other he can clean up a fair profit 
without employing a cent of his own 
capital. 

There is nothing wrong in this. In the 


Lid for a few minutes on the plea that 
he has a client who may buy or sell the 
desired security. Then he works the tele- 
phone at high speed, calling every likely 
broker until he finally gets in touch with 
the other side of this possible trade and 
then quickly closes both. 

But the irregular trader, like every- 
one else connected with the illegitimate 
brokerage game, is a gambler—and not 
a square gambler either. He takes a 
chance on being able to buy stock 
cheaper than some legitimate broker 
is bidding, and will ostensibly sell him 
the securities for immediate delivery, 
exchanging with himi the usual con- 
firmations. Then begins the process of 
delay, delay, delay. If it becomes pos- 
sible to buy the stock somewhere at a 
lower price the pirate trader will do 
so, make his delivery and pocket the 
profit. But if the market goes against 
him he will dilly-dally until the other 
broker, his patience exhausted, pro- 
ceeds to “buy him in.” This consists 
of buying the stock in the open market 
and charging the loss if any to the 
trader who has laid down. There is no 
way except by legal action of collect- 
ing this difference which, while running 
only into a few hundreds of dollars 
with each broker, may in the aggregate 
spell a large and juicy five-figure profit 
to the dishonest trader when the total 
of all his defaults is added up. 

Of course this ends the possibility of 
future trades with the 





new type bucket shop. 
It is not to be thought 
that this damage is in- 

direct. Many brokers tay tengo 
have regretfully trans- | 
ferred to the profit Bae 


and loss account un- 
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Perm 1217 legitimate broker but 
—_e | that does not bother 
the bucket shop trad- 

= er. He still has a 
os, thousand—s everal 





thousand—unlisted 


dealers to work and 





collectible difference 
debits growing out 
of: trading with the 
unlisted securities 
traders of these. buc- 
ket shops. 

With few exceptions 
the bucket shop now 
operates an Unlisted 
Department, in charge 
of a nimble trader. 
This would be legiti- 
mate enough if it were 
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he goes blithely ahead 
with his game of col- 
lecting all his win- 
nings and paying no 
losses, splitting the 
profits with the chief 
bucketeer and posing 
as an employe, When 
the firm blows up a 
sizable part of the lia- 
bilities will be ‘found 
to consist of buy-in 
claims held by broker- 





the intention of the 
broker to trade fairly 
—but it seldom is. 
The unlisted section 
of the stock market is 
that in which stocks 
having no regular 
market are traded in 
over the telephone— 
occasionally by tele- 


advised by 





a pool was forming on 


“NEW YORK IS CALLING YOU!” 


The above is a fac-simile of a telegram received by a reader of The 
Magazine of Wall Street. Upon answering this call, the reader was 
& Co., a New York “brokerage” house, that 
————_—— Oil & Land stock, but that, although 
practically all the stock had been allotted, a few shares had been “re- 
served especially for him.” 


age firms. 


How Banks 
Are Victimized 
Many banks and 
foreign money brokers 
have also been victim- 
ized by the bucket 
shop gentry through 








graph or mail. There 

is no regulation against regular ex- 
change members trading with non-mem- 
bers in unlisted stocks, and_ the 
bucket shop will always plead—if cornered 
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course of the day the buyer and seller 
likely enough would have got together, 
but the active trader, having learned of 
one, ties him up with a firm offering or 


the establishment of 
so-called foreign exchange departments. 
These operate along the same lines as 
the unlisted departments. Constant soli- 
citation of out-of-town banks and money 
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rokers and the establishment of relations’ 
vith them have enabled some of the 
yucket shops to build up nice businesses 
n foreign drafts and foreign currencies. 
Daily offerings—sometimes almost hourly 
ynes—are sent out to all possible custom- 
‘rs and the telephone is worked to ad- 
vantage. At current quotations every 
order ts filled—but deliveries are “some- 
thing else again,” as the slang has it. 
The bank or broker who buys foreign 
exchange from these gentry can count 
on it that there will be no delivery 
until the market has 


the evil, but the nimble-witted operators 
refuse to stay eliminated. Legal enact- 
ments are effective apparently only so 
long as it takes to change the system to 
conform to the letter of the law. There 
is no conformation to the spirit of the 
law at any time. Frankly, as they will admit 
to any one who succeeds in entering into 
their confidence, they are thieves and 
liars and know no crime except that of 
getting punished—one occasionally gets 
caught, they will explain, but by knowing 
the right people, punishment can be evaded 


entered other avenues for gaining liveli- 
hoods, 

It is only in the last year or two that 
the bucket shop has come to life again, 
and this time in the different, new form 
that has been described in this and pre- 
ceding articles, The term “bucket shop” 
does. not really apply, except that it is a 
form of illicit brokerage, conducted in 
such a way that the law is, or seems, 
powerless to check or punish. Only when 
the crooked broker steps over the line 
and sells out stock that has been paid 
for in full and there- 
by has become what 





worked in favor of 
the seller, who then 
will buy it lower 
down and deliver it. 
The buyer therefore 
might just as well 
wait several days or a 
week and make the 
profit for himself or 
his customer. 

Now there is no 
legal or moral objec- 
tion to the seller go- 
ing short of securities 
or exchange at current 
prices and taking his 
profit when he wishes. 
But the two foregoing 
instances of the opera- 
tions of the unlisted 
and foreign exchange 
departments do not 
make in any sense a 
short transaction. In 
a short trade the 
buyer would have no 
means of knowing the 
seller was going short 
—that’s the seller’s 
own secret. The seller 
would have borrowed 
the stock or exchange 
somewhere, putting up 
his own real money 
against its return, and 
would have used the 
borrowed certificates 
for making delivery. 
Then when he covered 
his short transaction 
he would have paid 
his debt to the lender 
and would have te- 
deemed his own funds 
deposited as security. 
But in such a case 
he would have been 
forced to take his 
loss had the market 
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Nov, 28th, 1921, 


Wagazine of jjall St, 
42 Broadway, 
New York City. 


In reading your disclosures on the methods of "bucket 
shops” in Saturday's issue I will say that I had an experience of 
that kind last week, or that is, was called by New York, 
for me I had anticipated the conversation before I answered tle 
"call" and was thoroughly prepared for tre 


In tne instance mentioned, the firm calling was ****** 
eeeeen¢ of ***nroad SE, SHS SSSSSSSSSSSSSSSSSSSSSSOSOSSSSSSSS 
Am a little surprised tht they would spend so liberally 
in order to induce new customers, 


For your information, wish to advise tmt in accordance 
with your recommendation, my accpunt is now with ********% Co, 
and while I became a little vexed at a mrgin 
call when I supposed that I had sufficient margin, I mMmve learned 
to recognize that this was the right thing to have done in order to 
protect my accrnnt to the fullest extent, 


I feel that through reading your columns I am learning 
the fandamental basis of investment speculation, and now hold on a 
Ohio, 10 Rock Island, 10 North American, 
100 Middle States, 10 Invincible and 50 Willys Overlani, 
profit in all with the exception of Overland and Invincible, 


Yours truly 


Qh! 


‘occasion.” 


is known as “cash 
stock,” is the criminal 
law able, apparently, 
to lay the malefactor 
by the heels. 

The law 
also that the broker 
must at all times 
have on hand or un- 
der his control the 
stocks he is carrying 
on margin for his 
clients. .So long as 
the stocks are in 
physical possession of 
the broker, carried by 
him in turn on margin 
with another broker, 
or held in his own 
loans, the stocks are 
on hand or under his 
control, and the new 
method bucket shop 
relies on its margin 
purchase to evade this 
legal requirement. 
Having bought the 
stocks on margin for 
its customer it points 
to this as evidence 
that the securities are 
still under its control. 
The subterfuge of 
“phony” account 
whereby the stock 
is immediately re- 
sold and the cus- 
tomer’s order thus 
actually bucketed has 
worked thus far, 
although legitimate 
brokers and ex- 
change authorities 
believe that the 
crooked broker 
could be success- 
fully prosecuted by 
the state authorities 
if the broker’s books 


requires 


lackily 


Have a 








gone against him. 
Therefore he adopts 
the policy of delaying deliveries, precend- 
ing that he actually believes himself to 
have sold short, handing out threadbare 
excuses for his dilatoriness, laying down 
on the trade at last, and having a hearty 
laugh when he receives the statement of 
the buying-in transaction and notes how 
much he “saved.” 

This simply illustrates another phase 
of the swindling operations practised by 
these confidence men who pose as legiti- 
mate brokers. 


The Powerless Law 


Easy it is to demand the suppression 
of the bucket shop and the eradication of 
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and publicity is then frequently avoided. 

The New York Stock Exchange has 
fought a long hard fight against the bucket 
shops and in 1916 succeeded in stamping 


them out. There isn’t any question that 
the forces that have fought for good, par- 
ticularly in the five years following the in- 
vestigation by Charles E. Hughes, now 
Secretary of State, believed sincerely that 
the fight was won when the make-believe 
exchange in Pittsburgh was raided and 
the chief operators received two-year jail 
sentences which were suspended pending 
good behavior. As a matter of fact, those 
who signed the pledges to be good if they 
were let off, kept their words and have 


were thrown wide 
open, for it could be shown, then, that 
the stocks were not “at all times under 
his control.” It need be necessary to 
open only three of the “broker’s” books, 
in fact, 


The Gentry’s New Methods 


That some of the gentry are beginning 
to fear this could be accomplished through 
having their accounts with other brokers 
subpoenaed into court is suggested by the 
new practice—increasingly popular since 
this series began—of carrying accounts 
with several brokers, buying the stock in 
one through one broker and selling it out 

(Continued on page 286.) 
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The International Balance of the United States 


Its Bearing Upon Our Exchange and Debt Situation 


HE present position of the United 
T States as a creditor of other nations 
has been an almost continuous sub- 
ject of discussion since a date soon after 


our entry into the war in 1917. It is a 
matter of fundamental importance from 
the standpoint of current banking and ex- 
change because it bears directly upon the 
possibility of re-establishing a stable mon- 
etary relationship between this and other 
countries and of restoring either parity, 
or, at any rate, a “stabilized value” of the 
currencies of these countries in terms of 
the dollar. At the present time, with ex- 
change on various countries uncertain and 
in most cases at a low figure, the basic 
problem to be considered is the extent 
of the debt of these countries to the 
United States and the methods of liqui- 
dating such debt. 

It may be that in some cases the can- 
cellation of our claims upon other nations, 
either in whole or in part, will prove to 
be the only way out of the difficulty. In 
other instances, it may be that funding 
arrangements can be devised whereby the 
balances now carried on the books of 
banks and merchants can be converted 
into bonds and provision made for paying 
the interest thereon by an excess of im- 
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ports into the United States. These are 
questions of policy for the future. Under- 
lying them is the issue of actual present 
conditions. 


Actual Balance of the United States 


To technical readers it need hardly be 
said that there is at any given moment 
ordinarily no possibility of ascertaining 
the exact balance due from one country 
to another. So long as specie redemption 
was maintained and so long as the move- 
ment of specie from one country to an- 
other was unrestricted, as was the case 
before the European war, the quotations 
of the various foreign exchanges consti- 
tuted an approximate measure or index 
of the extent to which an international 
balance was favorable or unfavorable. 

Since the suspension of gold redemp- 
tion and the placing of restrictions upon 
the movement of gold, since, moreover, 
the vast accumulations of gold in the 
United States have been developed, the 
only absolute way of ascertaining the 
position of the country at any given mo- 
ment is that of obtaining from all those 
who are concerned in the trade precise 
statements of the amounts which they owe 
or which are owed to them. Such a 





method of investigation is laborious and 
costly, involving besides the element of 
inquisition into affairs which are ordi- 


narily considered confidential. There is, 
therefore, no mechanism at the present 
time by which this plan of ascertaining 
international balances can be applied. 
Over short periods, however, it is rela- 
tively possible to figure the approximate 
position of the balances, if a reasonably 
firm basis from which to start could be 
afforded by a knowledge of the interna- 
tional position at any given moment. 
During our participation in the Euro- 
pean war, the ascertainment of this inter- 
national position was undertaken by the 
Federal Reserve Board, which then ob- 
tained from the principal banks and mer- 
chants engaged in foreign exchange trans- 
actions and in foreign trade in general, 
regular weekly reports of their condition. 
This was done under the authority of the 
President of the United States, in pursu- 
ance of his wartime powers granted under 
“Trading with the Enemy Act of October 
6, 1917.” On October 12, 1917, the Presi- 
dent issued a proclamation giving to the 
Secretary of the Treasury the power to 
request the data needed and to call for 
books and documents if desired. Again 



































TABLE I.—NET BALANCE OWED BY THE UNITED STATES TO TABLE II.—INTERNATIONAL BALANCE OF THE UNITED STATES 
FOREIGN COUNTRIES. OM COTOBER 2, 1981. 
(In millions of dollars.) 
(On specified dates.) TL. Jan, 1, 
. 1919, to 
Feb, 27, Nov. 13, Dee, 31, June 25, tems 1921 (9 Oct. 1, 
icuue ‘ane noo mec ‘ United States, creditor 1919 1920 months) 1921 
ountries. ° . . . Excess of exports of merchandise.... 4,016 2,949 1,679 8,644 
Net exports of gold and silver....... 441 pine aden ‘ous 
Great Britain .... $92,699,478 $160,025,743 $142,008,511 $105,363,541 Net exports of Federal Reserve notes 91 108 eit 194 
Net interest payments receivable 
France .......... 141,679,586 195,209,012 144,122,473 68,852,622 a ee oe 188 we 0Ct«iss 
BED acessesccces 42,050,559 83,104,588 58,616,854 78,239,156 Net ocean freight payments receivable 220 140 50 410 
Denmark ....... 69,346,193 86,255,842 91,039,784 67,170,134 Total credit items............ 4,828 3,317 1,879 9,583 
DE wdeewanen 63,037,005 59,827,781 70,393,334 73,838,392 United States, debtor 
WOTWGF oc cccccces 63,793,797 63,959,939 62,116,305 31,054,310 _ imports of gold and silver...... ioe 70 559 188 
t . &. boa nese 
ee ee 28,895,040 95,873,540 41,652,177. 46,214,488 oe 2 ee Ft = = 
, on on ED ttvenccekeeneen 2,375 305 (*) 2,680 
A! 068,109 $806,907,192 $733,360,173 $549,978, et private investment of American 
Total Busepe ..CESRCED Ges CANS CASS EE SEMEN ichcecceapiisetnsase #300 #2850—is850s78 
American securities resold to United 
Argentina ....... 28,662,502 66,510,049 ‘77,291,385 62,601,213 EE S6eediedsnansneoaseacectéess 150 125 40 315 
Immigrants’ remittances and relief.. 1600 +700 300 1,600 
ee *9,176,195  *15,485,240  *16,627,060  *19,198,693 Tourists’ expenditures .............. +50 +150 125 325 
GD cccccccccce 9,156,789 14,349,951 *16,607,811 *8,641,166 — — —— ae 
Total debit items............. 3,475 1,585 1,374 5,993 
Total So, America $2,499,153 $25,715,788 $34,687,854 $15,830,812 Net additions to unfunded credit bal- 
~y Fd the United States......... 1,353 1,732 505 3,590 
Net nee on open account owed by 
Gamada ...ccwsces 71,180,679 15,848,069 29,378,225 55,435,236 United States on Dec. $1, 1918.... Lene chee Dil 882 
ee ore 6,563,231 *16,277,580  *15,029,425 *8,883,858 — oe — —— 
eee ilk 20,840,274 81,189,783 99,816,088 *1,965,068 §«=— |“ untuaded oredit Palisee. © the aves 
Grand total ..... $773,882,376 $927,446,517 $882,135,870 $643,047,223 *Definite figures not available. 
tEstimate of John H. Williams, in Review of E ico Statisti 
Supplement, June, 1921. 
*Owed to the United States. Subject to the modifications noted in the accompanying text. 
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on November 23, 1917, a further order 
to the same purport was issued, and on 
January 26, 1918, powers of inquiry were 
given to the Federal Reserve Board for 
the purpose of putting into effect the 
authority to ascertain exchange transac- 
ions which vested in the President under 
the Act of Congress already referred to. 
By the exercise of these powers the Fed- 
‘ral Reserve Board collected during the 
months intervening between January 26, 
1918, and June 30, 1919—a period of 
early eighteen months,—specified in- 
formation concerning the international 
osition of the United States. 

It is possible, therefore, to furnish a 
fairly accurate statement of the position 
n which we as a nation stood with respect 
to other countries at certain dates. Such 
an analysis shows the following results 
as recently compiled from the reports 
made to the Federal Reserve Board dur- 
ing the war period. It has never deen 
thought wise to make public these data 
until very recently but enough time has 
elapsed to obviate any danger that the 
information would affect individual or 
corporate transactions growing out of the 
position of the various concerns which 
were then reporting. 

The table (Table I), of course, shows 
simply the aggregate of the operations 
engaged in by the enterprises which re- 
ported to the Board, and which, of course, 
could not, in the nature of things, include 
absolutely all in the country. Neverthe- 
less, the stringent character of the regula- 
tions for registration of those who were 
dealing in exchange and who were carry- 
ing foreign balances were of such a nature 
as to make it tolerably sure that the 
figures are to all intents and purposes 
inclusive. 

It will be seen from this table that, at 
the time of the armistice in November, 
1918, this country, therefore, owed to 
foreign countries a sum rather greater 
than 927 million dollars on open account. 
At the end of the year, the amount had 
been reduced to 882 million dollars. 


Significance of “Open Account”’ 


It should be understood, of course, that 
the term “open account” refers simply to 
the ordinary commercial and banking bal- 
ances that arise in the course of business 
During the war, as is well known, the 
United States Government was granting 
large loans to most of the allied countries. 
These loans took the form of bank credit 
and were drawn upon as the various coun- 
tries felt the need for the money. The 
Government issued bonds and collected 
taxes. The foreign governments gave to 
our Government their own obligations. 
These obligations were received by the 
Treasury, and a corresponding value was, 
as already stated, transferred to the ac- 
count of the foreign countries in bank 
credit. 

It is clear, therefore, that when we say 
that at any given time a specified amount 
was owed by the United States to foreign 
countries, the amount practically repre- 
sents the balance of foreign loans which 
had been granted by our Treasury, inas- 
much as the importations from all other 
countries were nowhere nearly sufficient 
to offset the exports which we were send- 
ing to them. 

The funded indebtedness growing out 
of our international trade during those 
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years was represented latgely by the 
bonds which the foreign countries gave 
to the Treasury; the unfunded indebted- 
ness was the unused balance of their 
loans standing on the books of banks and 
merchants and which these latter there- 
fore, were bound to pay at any given 
time to foreign creditors should they de- 
mand it. 

During the months after the close of 
the war the Treasury felt itself under 
obligation to extend still further credits 
to foreign countries because of contracts 
entered into prior to the close of the 
struggle, due to the fact that war ex- 
penditures necessarily continued at high 
level for a good while after the nominal 
cessation of hostilities. In this way prob- 
ably about 2,500 million dollars of ad- 
vances were made by our Government in 











1918. Thereafter foreign countries, if 
TABLE Ill 
| Balances Due to and from the U. S. 
| (Balances owed by foreign countries to 
| United States are marked by minus (—) | 
| sign; balances not so marked are owed 
| by United States to foreign countries.) | 
Dec. 31, 1918 | 
Europran ‘iillico— | 
SS eee $144,122,473 | 
J - eee 142,008,511 | 
45,664,708 | 
58,616,854 | 
3,679 
23,352,748 
6,991,16 
91,039,784 
76,393,334 
62,116,385 
31,146,756 
Sweden 41,652,177 
Switzerland ........6+..0055 27,191,007 
Central Powers— 
Austria-Hungary — 4,278,404 
DD. cocsseuegseoeese’s — 8,901,764 
BU ccccccccccccsccess — 9,160 
Asia— 
pameneceeasoeeneseneees 661,589 
East Indies ..........++-. 3,580,483 
EEE. cisocubooeses<cedecunes —15,629,425 
TOBGED  ccccccccepcccccccsceces 99,816,033 
Straits Settlements . — 1,012,476 | 
Other points ....... 1,192,205 
North America— 
i escasepetesos 29,378,225 
| Central America 5,202,137 
| IN acanhsveeeave : 19,703,676 
West Indies ...... —24,214,933 
South America— 
Argentina ..... 77,291,385 
SEED scccsecess 3,316,658 
a Pao —16.627 066 
TEED  soceeesoncaces —16,607,811 
Colombia ...... — 7,736,792 
Ecuader ........:: — 2,636,149 
TD eaecuseceosees 3,933,662 
Uruguay ......... 306 850 
Venezuela ....... — 4,371,442 
Other points ..............- — 2,831,447 
BEE o coscncadoduce — — 4,497,533 
Australasia ...........- — 582,138 
Recapitulation— 
European Allies ..... . $423,010,138 | 
European Neutrals ........ 323,539,363 | 
Central Powers ........... —13,189,328 
BE, cccnccvedecocesacccosesce 89,148,409 
North _— See 36,069,105 | 
South America .........-- 34,637 854 
Africa and y — 5,079,671 
Grand Total ........... $882,135,870 











they wished to continue to buy from the 
United States, were obliged to send us 
either goods in exchange or gold, or to 
sell here other securities, or to return 
American securities, selling the latter in 
this market and thereby re-establishing a 
credit here. 

It is clear, therefore, that, in order to 
get an idea of the amounts which are 
to-day owed by foreign countries to the 
United States, a problem containing sev- 
eral elements must be analyzed. These 
elements include the loans made by the 


United States to foreign countries after 
the armistice, the exports and imports of 
merchandise between the United States 
and other countries, the shipments of gold 
into and out of the United States, the 
sales of American securities made in this 
market by foreign holders, and the sale 
of foreign government and private securi- 
ties made here. 

In addition to those factors, various 
relatively minor factors representing re- 
mittances made by foreign citizens resi- 
dent in the United States and payments 
for insurance and shipping services, both 
rendered to and by our citizens to the 
Government, must be considered. 

Taking the ascertained situation at the 
close of 1918 as the base from which to 
start, (a debit balance of about 882 mil- 
lion dollars), and reckoning the various 
items to which reference has already been 
made for the years 1919, 1920 and 1921, 
we may arrive at at least a conjectural 
estimate of the present situation in our 
international balance. Such an estimate 
has recently been prepared by the Federal 
Reserve Board and is as shown in Table 
II. 

Uncertain Elements 

Certain factors in addition to the data 
just furnished must be considered. One 
of them is the amount of the settlements 
which were made by European countries 
as a result of the cancellation of their 
war contracts for supplies. After the 
armistice many of the European powers 
obtained releases from such contracts by 
paying to American manufacturers or ex- 
porters a sum determined by negotiation 
and which thus constituted a claim upon 
the foreign buyers. Official information 
shows that the amount of such cancella- 
tion was probably about 500 million dol- 
lars, while transfers made by Oriental 
banks from London to the United States 
add about 200 million dollars to this sum 
Taking the total of 700 millions thus ob- 
tained and adding it to the 2,700 millions 
indicated in the balance sheet just sub- 
mitted, gives a total unfunded balance of 
probably 3,400 millions 

It should be remembered, of course, that 
this is a gross or indicated total. and 
that from it must be deducted items rep- 
resenting the bankruptcy of foreign 
debtors, as well as of goods sold abroad 
at less than their export value in order 
to close up shipments which had deen 
made on a consigned basis, and a variety 
of items growing out of trade transactions 
closed by private negotiation of which no 
record can be obtained save through a 
scrutiny of books of merchants and 
bankers. But when all allowances of 
this kind have been made, it would 
still seem probable that the amounts 
for which the United States is today a 
creditor with respect to the rest of the 
world will run to a figure in the neigh- 
borhood of 3 billion dollars. If this 
be correct, or approximately correct, 
an explanation is afforded of the rea- 
sons why the financing of our trade 
with other countries is today so diffi- 
cult, and a measure of the continued 
depression of their currencies in terms 
of our own is supplied. 

It-is also indicated about how much of 
such floating indebtedness will have to 
be disposed of either by writing it off 
(cancellation) or absorbing it by the 

(Continued on page 282.) 
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Is Germany Coming Back? 


First Hand View of Conditions in German Finance and Industry—The Future of Marks 


By MAX GOLDSTEIN 


Editor’s Note: Mr. Goldstein, who was for some time a member of the regular staff of THE MAGAZINE OF WALL 


STREET, has spent the last two years on a trip through Europe. 


found them in Berlin. 


The article which follows reflects conditions as he has 
In its analysis of the German financial and industrial situation, it will be found unprejudiced 


and highly trustworthy by the great number of investors and business men who have become interested in German 
marks and in German industrial securities since the war. 


Bertin, Germany. 
ERMANY today presents the most 
perplexing puzzle of the whole com- 
plicated network of international 
finance. The situation in every other 
country that the writer has visited in the 
past two years can, after all, be summed 
up in a more or 
less accurate phrase: 


room, with coffee mornings, $1 to $1.50 
a mont’ - dinner in a first-class restaurant, 
30 cents, in an ordinary one, 15 cents; 
champagne (merely as a touch of villainy 
ou the writer’s part) 35 cents a bottle up; 
street-car fare, % of 1 cent; telephone, 
% of 1 cent, including the recent 100% 


due for a tremendous increase in prices, 


barring a sharp improvement in the mark 
of probably unprecedented magnitude. 
To give an instance of the attitude of 
the people—one day I handed a shop- 
keeper a 20-mark bill by mistake for a 
5-mark bill for a bar of chocolate. He 
called my attention to 
the error, but added, 





America is a huge in- 
dustrial machine tem- 
porarily slowed down, 
and gathering steam 
for a fresh effort; in 
London, walking down 
Cannon street and 
Leadenhall and Throg- 
morton one feels close 
to the central keyboard 
from which the inter- 
national exchange of 
goods is ordered; 
France is a “tighter” 
little land than Eng- 
land was ever sup- 
posed to be, sitting on 
its savings and not 
taking chances; but 
Germany — there is 
scarcely a single clear- 
cut statement to be 
made that does not in- 
étantly have to be 
clouded over with a 
mass of qualifications 
and conditions to be 
even approximately 
correct. 


Some Popular Ideas 


It will be perhaps 
simpler to begin with 
some of the popular 








“It’s all right, though, 
it won’t be long be- 
fore you'll be paying 
20 marks for that bar 
of chocolate.” 

Germany’s depend- 
ence on raw materials 
is greater than many 
of us think. Even 
coal, which she pro- 
duces in large quanti- 

ties has to be im- 
ported; one Hamburg 
manufacturer told me 
he uses coal ‘from 
America, in spite of 
transportation costs 
and exchange, because 
he needs that particu- 
lar quality. Add rub- 
ber, copper, cotton, 
wool, grain and many 
more commodities 
which Germany has 
to import, and it is 
evident that the Ger- 
man price level is 
practically dependent 
on the level of its 
currency. 

“Add to this the va- 
rious export taxes, the 
prohibition of exports 
of some articles which 














ideas current about 
Germany that the 
writer brought with 


him from America and 
see how they came out 
in the course of four 
months’ examination 
during which the writer came into contact 
with business men of the most varied 
branches, views and dimensions. 

The old notion of a Germany waiting 
for a chance to flood a shuddering world 
with exports at competition-crushing 
prices has been fairly definitely torpedoed 
by now, but it might be worth while to put 
some finishing touches to it. It is true, 
of course, that German labor, and the 
prices of home-grown products are ridic- 
ulously cheap as compared with those 
prevailing abroad, measured in foreign 
currencies. With the dollar at 200, for 
instance, the following data are somewhat 
alarming to the man who looks merely 
at labor costs: unskilled labor can be 
hired for $1.50 to $2 a week; rent of a 
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AT FIRST GLANCE 


What the world thought of German competition a few months ago. 
What the world thinks now is a very different thing. 


has laid down the magnifying glass! 


increase; and so on. Many people wonder 
why it is that, with prices so cheap as all 
that, Germany does not sweep competition 
off the face of the earth. 
One principal reason 
lacks the raw materials. 


Germany’s Lack of Raw Material 


The present level of prices is based upon 
prices of raw materials purchased at a 
level of exchange anywhere between 200 
and 40 marks to the dollar. In any case, 
the fall of the mark has been so rapid 
that it is practically certain that the pro- 
duction costs, with regard to costs of 
imported materials, have probably doub- 
led, over the production costs of articles 
sold today. In other words, Germany is 


is that she 


are not produced in 
sufficient quantity for 
the domestic needs, 
the high tariffs and 
import prohibitions in 
countries like Amer- 
ica, England, France. 
Switzerland, and other former good 
customers, even the shortage of labor 
in certain industries, and it will be seen 


But then, it 


- why the famous bugaboo of German 


dumping, with a few spectacular but 
unimportant exceptions, has failed to 
materialize. 


Is Germany Prosperous? 

Another question, which usually comes 
up in connection with the question of 
Germany’s ability to pay the reparations, 
is “Is Germany prosperous?” The only 
fair answer that th: writer can bring him- 
self to give is, “She is and she isn’t, 
depending on how you mean prosperous”. 

A banker coming to Germany would 
throw up his hands in despair over the 
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situation. A country where note issues 
are constantly expanding and the gold 
reserve is stagnant or decreasing, so 
that the percentage of gold cover is 
constantly on the decline; where loans 
are increasing far faster than deposits; 
where imports are still running well 
ahead of exports; where speculation is 
growing wilder and wilder, would cer- 
tainly seem to him to be on the road 
to ruin. 

On the other hand, when an industrial 
executive comes to Germany, and sees the 
factories going at top speed, continually 
building new plants, increasing the pro- 
duction of old ones, putting on new 
shifts, sees order-books loaded up until 
the summer of 1922, with a buying pressure 
so keen that not only manufacturers, but 
wholesalers and retailers have to live from 
hand to mouth, would say that here is a 
country in the height of prosperity. 

The answer is that Germany is in- 
dustrially vigorous and _ financially 
broken down; or put in another way, 
that to the German, “business is good 
and everybody can make money,” as a 
Cologne manufacturer put it, as long 
as he stays within his own country. 
When he goes abroad with his money, 
however, he finds it of no value to 
speak of. One leather man who had 
extensive connections in England be- 
fore the war told me that he cannot 
afford to take a business trip to Eng- 
land. “One month of English prices,” 
he said to me, “say 40,000 marks, and 
I’m a ruined man.” 

This is why French observers can come 
into Germany and say that the country has 
every earmark of prosperity, and ought 
therefore to pay up the reparations, while 
at the same time the Germans protest 
that they simply cannot, as their money is 
worthless once it passes the frontier. 


The Appearance of Prosperity 

The truth is, that Germany is only 
maintaining its appearance of prosperity 
by a gigantic process of “pyramiding”. 
Put crudely, it amounts to this: Germany 
is keeping its factories busy using up raw 
materials, whose purchase depresses the 
exchange from 50, say, to 75; at this level 
it is easy to sell the goods, so that pretty 
soon the finished products made out of 
the raw materials purchased at the lower 
level are exhausted, and new materials 
have to be bought, whereupon the ex- 
change drops to 100; this process carried 
on for a long time brings us to the 
position Germany is in today, where its 


exchange is constantly falling and falling, 
while prices are rising and rising. 

And so the balloon is kept inflating, 
because if it ever stopped there would 
be a tremendous crash all over Germany. 
Consider the position of a man who buys 
cotton at 34 marks a pound, the dollar 
being 200, if the rate dropped to forty 
marks to the dollar, and he had to com- 
pete with manufacturers who bought their 
cotton at 7° marks to the pound! He 
certainly does not want the dollar rate, 
and with it the domestic price-level, to 
drop; but he is not much better off if 
prices and dollars rise. When he tries to 
sell a German workingman a shirt for 
200 marks that could have been bought 
a month before for 100, there will be 
trouble; hence more wage _ increases, 
still inadequate to the increased prices, 
labor difficulties, slowing-up of buying, 
and hesitation. Add to this the fact that 
at the same time, as I witnessed recently, 
one man can sell a certain article at 
100 marks and be an outrageous profiteer, 
which another sells the same goods, only 
made up of raw materials bought at a 
different time, for the same 100 marks, 
and loses 25 marks on each purchase! 
This will give some idea of the state of 
affairs in Germany. 


The “Ausverkauf”’ 


There are three words that are bound 
to come up every time a German dis- 
cusses business: “Valuta,” “Schieber,” and 
“Ausverkauf.” The first, meaning foreign 
exchange, is what worries every German, 
of high and low degree. I would lay 
odds that you could stop any man at 
random on a Berlin street, ask him what 
the dollar sold for yesterday, and get 
an accurate reply. 

A “Schieber” is primarily a man who 
ships abroad, goods of which there is a 
shortage within Germany in order to take 
advantage of the exchange situation, 
though now it means any kind of profiteer. 
It is the activities of these gentlemen 
that are alleged to be responsible for the 
dreaded “Ausverkauf,” or complete sell- 
ing-out of all the goods in Germany, 
without the possibility of replacement. 
Germans point to Austria as an example 
of what they mean by an “Ausverkauf,” 
where the goods in the country are sold 
out, mostly to foreigners, and it costs so 
much to buy new ones that the domestic 
population cannot afford it. When you 
tell an American, for instance, that fur 
coats can be. bought here for $9, he will 
wonder why the street-cleaners do not 
go to work in their furs. In point of 












RECENT PRICES IN GERMANY 


fact, though, the workingman is lucky to 
be able to afford a suit of clothes at 
$3.50. lf America, for instance, should 
suddenly become enamored of German 
clothes (which God forbid!), and with 
the help of a few “Schiebers” aided by 
the present “Valuta” should buy cheap 
suits at $4, decent suits at $7, and splendid 
suits for $15; it would not take long be- 
fore the clothing industry would be com- 
pletely “ausverkauft.” For evidently if 
the German finds it difficult to buy a suit 
for 800 marks it will be a good deal 
harder for him to clothe himself with 
suits at, say, 1,600, which is what the price 
will come to if the suits are made out of 
cloth or wool purchased at the present 
or even lower values of the mark, in other 
words, with new material. 

As, under the present conditions, the 
domestic market is of far more importance 
to the German business man than the 
export, it is evident that he looks at the 
fall of the mark with a sinking of the 
heart, in spite of the opportunities for 
tremendous profits in the export trade 
that it holds out to some. It also ex- 
plains why the export trade, formerly the 
backbone of Germany's industrial struc- 
ture, is now regarded with very mingled 
feelings, if not actually denounced as a 
“crime against the people” in some 
quarters. 

This fear of an “Ausverkauf” is not 
entirely baseless, either. The other day 
in a department store I found three whole 
departments entirely closed for lack of 
goods to sell. German business men are 
cutting down on their advertising, espe- 
cially in foreign periodicals, because, as 
the head of a chain department store put 
it, “We're selling too much goods as it 
1S. 


The Securities Market 


The conditions in the German securi- 
ties world are just as paradoxical as in 
other fields. Every German who has 
bought consistently is a big winner; every 
foreigner who has bought is a loser. A 
short time ago there was a saying cur- 
rent in the Burgstrasse, around the 
Berlin Bourse, that if a stock was not 
selling at five times its pre-war price it 
was “below par.” Now they make it ten 
times, 

Even at that, however, take K6lner 
Brauerei stock; for instance, selling at 
800 while it was at 100 in 1914. Ob- 
viously a German who has held on since 
1914 has big profits in his stock. Take 
a foreigner, though, an American, for 


(Continued on page 292.) 
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“Go West, Young Man!” 






Greeley’s Advice Brought Up-to-Date—What the Real “Problem of the Pacific” Is 


EDITOR’S NOTE: The forensic possibilities of the Far East Problem, as brought up at the Arms Conference, have by now been pretty thor- 
oughly exhausted. Here is the other side—the purely practical side—as it appeals to a forward-looking and eminently qualified observer who 


HE conference now on at Washing- 
— ton (so far as it concerns “Far 

East” problems), suggests a para- 
phrase of Kingsley’s celebrated aphorism 
“westward the course of empire takes its 
way” into “westward the course of eco- 
nomics takes its way” and hints that this 
conference may be a dramatic beginning 
which within a few short years will 
make the Pacific Ocean the centre of 
World affairs in an economic sense. 

The farmer, the cotton grower, the 
manufacturer and the business man have 
increasing realization that these United 
States are confronted by the serious and 
involved problem of disposal of our 
surplus production (producers’ and con- 
sumers’ goods alike) and economic sharps 
assert that, what with increasing popula- 
tion, increasing farming areas, extensions 
of present plants, new manufacturing and 
other enterprises this problem will loom 
larger and larger as time goes on and 
have a cumulative and vital relation to 
the economic health and progression of 
our country. 


Explaining the World “Upset” 


Many people are content to explain the 
present world upset as exclusively the 
result of the world war and 


prefers to remain anonymous. 


leading to the point that “Jones, he pays 
the freight” (Uncle Sam staged as Jones). 


What We Have Done for Europe 


We have done much for Europe; 
altruistically to the tune of many hundred 
millions, economically in billions of dollars. 
The Federal Reserve Board estimates our 
net unfunded credit balance on October 1, 
1921, as over $2,700,000,000 (the major 
portion European). The total capital 
issues (foreign corporation and Govern- 
ment borrowings) show as many billions 
of dollars. In 1921 alone such issues 
amount to over $104,000,000 and eminent 
economists have repeatedly declared that 
this increasing outpouring of our credit 
must stop and that persistence in this 
sort of thing is fraught with danger tor 
the whole world as well as ourselves. 

Overseas economists for some time 
have been seriously considering the Euro- 
pean outlook and have questioned whether 
or not Europe will not be forced to a 
lower scale of living and drastic social 
readjustment. If so this spells diminished 
consumption of our products. If so we 
must discover other outlets for our 
surplus for if we await European come 
back we shall be twirling our thumbs 


country is the greatest financial juggler 
in the world (there are surely others 
which are close seconds). We know that 
Europe is more dependent than ever on 
foreign productions—lumber and sugar, 
for instance, which she must pay for in 
gold; that whether or not our Merchant 
Marine proves a success it may diminish 
almost to the vanishing point profits or 
“invisible exports” which certain Euro- 
pean nations enjoyed from sea borne 
commerce. Much of the merchandise that 
formerly passed through European mar- 
kets (sugar, rubber, cocoa, coffee and 
the like) now passes through the United 
States. The Panama Canal is seriously 
affecting the Suez Canal as a sea highway. 
American coal production is disastrously 
competing with Great Britain. We are 
now turning out former specialties of 
European workmen. In silks (with 
Japan) we are absorbing the foreign 
markets of France. The Scotch flour 
mills are threatened by our competition. 
In dyes we are becoming self sufficient. 
There is much other data to the same 
effect. 

And now comes Professor Demangeon 
of the Sorbonne in his astonishing work 
entitled “America and the Race for World 
Dominion” (recently done into 
English) who writes “Well may 











consequent disorganization in 

Europe and to assert that ergeonen Te 

Europe must be stabilized in EUVROPE’S DIMINISHING RESERVES. 

the first instance before the Ratio of reserves to 

world can again progress in- : oa a 

dustrially and otherwise. But Belgium § ....---0--seeeees ba seiereedneg ‘ . 

4 PD Svcccocteces Peer. 87.0 72.8 

Mr. John Maynard Keynes and po me 
he . ts h ited out Germany ...... oes denne Gerncesceese F , 

other experts have pomted < Gta GARRRIS oo. sccccaccecececoeces 106.1 118.1 

that for more than a generation I ak ae 49.1 57.8 








before the world war Evrope 





it be said that we are beholding 
Europe in decay” and he goes 


notes on to declare that “The heirs 
1921 of Europe are the United 
he States and Japan” and further 


that “The Pacific Ocean, long 





1, 
a out of touch with the com- 
58 mercial centres, stimulated into 


life by the navigators and mer- 








was skating on very thin eco- 
nomic ice and that the war only 
hastened a condition which was fairly sure 
to eventuate, not the least important fac- 
tor being the gradual absorption by this 
country of our surplus food stuffs and 
other natural wealth and that (the great 
war aside) instability, deterioration and 


possibly disaster might be the lot of 
Western Europe. 
Since the Armistice our international 


energies and efforts have been largely ab- 
sorbed by the concept that we must assist 
Europe partially for sentimental reasons 
and in larger measure because of “enlight- 
ened self interest.” Europeans have kept 
at us in this particular ad nauseam. We 
have been fed up with sentiment, warn- 
ings, and advice accompanied oftentimes 
by display of a somewhat comical anxiety 
as to our future well being (exceedingly 
well illustrated in Mr. John Oakwood’s 
article in a recent Annalist). 

As a consequence we have Mr. Gardin’s 
billion dollar gold revolving fund, the ter 
Muelen plan, allied-debt cancellation 
scheme, Senator Hitchcock’s proposals, 
Mr. Vanderlip’s international corporation 
and so forth and so on, substantially all 
of these catholic cr universal remedies 
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for a long long time and surely basking 
in the moonlight of frequent industrial 
depressions and perhaps losing billions 
to boot. We must remember what a 
long time it took Europe to revive after 
the 100 years’ war and after the 30 years’ 
war. 

In Europe are racial. hatreds, historical 
hatreds, political jealousies, harborings of 
revenge, in short a psychology which we 
may never hope to fathom, strive as we 
may. But we can comprehend that the 
printing press stuff yclept “money” with 
which Europe is deluged will prove more 
disastrous than the French Assignats of 
1790. We can understand the diminish- 
ing ratios of reserve to notes illustrated 
in part by the table appearing elsewhere 
on this page, and that of seven great 
industrial countries (England, France, 
Germany, Italy, Netherlands, Argentina 
and Japan) since the Armistice Japan 
only has been able to keep its exchange 
within respectable hailing distance of 
parity. 

Things We Know 

Only the other day we were told by 

Mr. Vanderlip that a certain European 


chants of Europe, is awaken- 
ing to independent life. Her 
shores that, for a century, had turned, one 
to the West and the other to the East, 
now look to each other, and are becoming 
the coasts of a new Mediterranean.” 
Confessedly we should help Europe but 
for a time at least we are clearly justified 
in awaiting clear indications from that 
part of the world that the light is com- 
ing from within. ‘“‘Recuperation on the 
Continent (Europe) in any case will not 
be brought about by the waving of a 


magic wand. It must come primarily 
through Europe’s own efforts.” (N. Y. 
Post.) 


What of the Future? 


It is well then that we pause and ask 
ourselves what of the future? The London 
Statist has recently asserted that business 
and not philanthropy is the true basis for 
international relations. 

So far as we are “the heirs of Europe’ 
it behooves us to use our energies and 
power for uplift of the whole world and 
not any particular part of it. 

Moreover, “an economically sound and 
powerful United States is today the sine 
qua non of world progress and eventual 

(Continued on page 289) 
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“Why Wheat Is Selling 





Dollar a Bushel 


The Leaden Realities of a Golden Dream—Whats and Whys of Grain Speculation 


dream of the American farmer, 

has become a leaden reality. 
From a government guaranteed price of 
$2.36 a bushel during the last years of the 
war, wheat has gone down to considerably 
less than half that amount; it is actually 
selling at the present time for about half 
what it did one year ago, and this in spite 
of the fact that the 1921 crop is approx- 
imately 50,000,000 bushels smaller than 
the crop of 1920. 

To the farmer, who says that wheat at 
a dollar a bushel does not pay the cost of 
production, all this is inexplicable, He 
can understand why, during a period of 
readjustment of prices of all commodities, 
the price of wheat should decline moder- 
ately. But, he says, wheat has suffered 
more through this readjustment than any 
other commodity, not one of which is as 
absolutely necessary to the human race as 
wheat. And again he points to the fifty- 
million bushel smaller crop this year. 

In its final analysis it will undoubt- 
edly be shown that the present com- 
paratively low price of wheat is due 
principally to two causes: Abnormally 
heavy marketing by the farmers of the 
country during the period from July 
to November 1 of the present year, and 
the almost utter absence of speculation, 
as compared with former years, on the 
gtain exchanges of the country during 
the same period. 

Deliveries to Primary Markets 

From July 1 to November 1, 1921, there 
were received at the primary markets of 
the country 245,202,000 bushels of wheat 
as against 166,202,000 bushels during the 
same period last year. In other words, 
American farmers shipped to market dur- 
ing the last crop-moving season approx- 
imately 80,000,000 more bushels of wheat 
than they did a year ago. In previous 
years there has always been a small 
army of speculators who were willing 
to carry the burden of heavy receipts 
during the July-November period. This 
year, however, it has been a very dif- 
ferent story. The volume of trading 
on the Chicago Board of Trade, for 
instance, has been about the smallest 
in the history of the institution, and 
without this support the market has 
sunk of its own weight. What causes 
have been responsible for this lack of 
trading it is unnecessary here to dis- 
cuss. It is enough to know that there 
has been none to speak of, and the 
imperative need of organized specula- 
tion has been vindicated as it never 
was before. 

There are few more important economic 
questions about which there is more 
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“Ee dene: wheat,” once the golden 


By ROBERT H. MOULTON 


confusion of ideas than there is concern- 
ing speculation, The attitude of the gen- 
eral public, as expressed through the 
press and in the resolutions and laws of 
the legislatures and of congress, and the 
interpretation of these laws by the courts, 
shows a widespread lack of information 
concerning the buying and selling of prod- 
uce upon the organized grain exchanges. 
This confusion seems to consist largely 
in two misunderstandings, viz: first, that 
speculation in itself is the sole and only 
cause of the rise and fall in prices, and 
second, that speculation is identical with 
gambling, i. e., that it serves no useful 


approximately 31,000,000 in 1860 to ap- 
proximately 105,000,000 in 1920, the pro- 
duction and consumption of goods have 
increased at a far more rapid pace. 
Vastly more important for our pui- 
poses, however, is the equally great change 
that has come about partly as a result of 
these other changes in the organization of 
business itself during this same period. 
The most striking features of this develop- 
ment are: 1. The growth of large-scale 
production with its accompanying by- 
product economies. 2. The enormous 
conversion, largely in 1880, of partnership 
and one-man business into corporations, 
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purposes, but exists only as an outlet for 
certain trouble-making tendencies in hu- 
man nature. 


Why the Public Misunderstands 

It is quite natural that there should be 
this lack of familiarity on the part of the 
public with our modern mechanism for 
distributing commodities, This mechan- 
ism is the product of the most rapid series 
of changes in industrial organization that 
the world has ever known. When we 
recall that the first railroad was opened 
for traffic in England in 1823, that in 1850 
there were only 9,021 miles of railroads 
in the United States, that the first steam- 
ship crossed the Atlantic only in 1833, 
that the commercial telegraph was in- 
vented in 1837, and the first Atlantic cable 
laid in 1866; when we recall these facts, 
we realize only in part the tremendous 
change which has come over the eco- 
nomic world within practically the last 
seventy years. While within this period 
the country’s population has grown from 





with the corresponding increase of stocks 
and bonds. 3. The combination of con- 
cerns in the allied lines into huge hold- 
ing corporations with hundreds of mil- 
lions of capital. 4. The rise of great 
organized public markets throughout the 
country for the buying and selling of 
stocks and produce, These features’ of 
our industrial growth are well known, but 
their close relationship and interdepen- 
dence are not always borne in mind. 


Remuneration for Taking Risks 

Until comparatively recent times little 
recognition was given to the claims of 
remuneration for risk-taking. To-day we 
recognize that risks must be taken if in- 
dustry is to be carried on, and that all 
necessary risks must be eventually borne 
by the consumer in the higher price of the 
goods thus produced. The world is willing 
to pay for the necessary risks assumed 
in the growing and marketing of its crops, 
but it demands that this risk be made as 
small as possible. Yet how is the world 
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to determine each year what a reasonable 
price for wheat is—a fair price to the 
farmer who grows the grain and fair to 
the millions who consume it? The prob- 
lem has been solved by the growth of the 
speculating class, men who make it their 
profession to study the conditions of the 
supply of and demand for wheat through- 
out the entire world, and buy and sell 
accordingly until the price approximates 
a point which gives the farmer a fair 
remuneration for his labor and judgment, 
thus insuring a continuance of the supply, 
and at the same time keeping down the 
price to the consumer as near as possible 
to that secured by the farmer. The phrase 
“as near as possible” is used advisedly, 
because in no other field is competition 
more sharp and vigorous than on the 
organized markets where produce is 
bought and sold. 

From the individual point of view, the 
speculator is one who seeks to forecast 
changes in value, and buys and sells ac- 
cordingly in order to secure as a profit 
the difference between the two prices. 
From the point of view of the trade, the 
speculator is that member of it who as- 
sumes the risk of changes in value of the 
given product as it passes from producer 
to consumer. His services are in the 
nature of an insurance to the other mem- 
bers of the trade. As a member of the 
body politic, the speculator may be re- 
garded as embodying the keenest fore- 
sight of the community. He is the com- 
mercial scout who first discovers and 
reports changes in value, and thus is an 
indispensable instrument in the direction 
of the world’s industry into the most 
efficient channels. 


The Risk of Ownership 


Production imposes ownership of the 
product. Ownership of the product is 
inseparable from the risk of ownership. 
Risk of ownership is due to the vicissi- 
tudes of the seasons, and other influences 
beyond man’s control. Inasmuch as there 
is a grain harvest every month of the 
year in some part of the globe, funda- 
mental conditions of the immediate future 
are always in doubt, In the growing and 
distributing of produce the community 
must take the risks of fluctuations in 
value. How shall this risk best be taken? 
Who is best fitted to measure and meet 
it? The farmer cannot take it. He, as 
an individual, raises but a ten-thousandth 
part of the crop. The consumer or the 
baker who buys a fractional part of the 
flour manufactured cannot assume it with 
any success. The price of wheat, for, 
instance, which fluctuates is a world price. 
The big wholesaler formerly took much 
of the risk of changes in the value of 
wheat occurring between the moment it 
ripened in the field and the moment it 


went to the miller to be turned into flour, 
and he. still takes a part of it, 

But the final evolution of the prob- 
lem of risk in this field of production 
is the development of a trained group 
of speculators who give their time, 
ability and capital to the determination 
of values. They have come to express, 
where there is a bona fide market, the 
best judgments of the world on the 
value of the commodities in which they 
deal/ 

The bulls take care of the interests 
of the farmer. They watch every oppor- 
tunity to push up the price. Every failure 
of the crop in a local district, every bad 
period of weather which seems likely to 
bring about or increase that failure is 
used by the bulls as a basis for paying or 
offering to pay a higher price for the 
crop in question. 

On the other hand, the bears represent 
the consumer who is on the watch to buy 
at the lowest possible price. They are the 
agents of the bread-eating public to see 
that very factor tending to lower the 
price has an adequate effect in lowering 
the price, as far and as soon as possible. 

For this service of acting as a medium 
through which the forces of supply and 
demand act with the least friction, the 
speculator receives his speculative profits. 
These may at times be large, but they 
are no larger than profits gained in any 
pursuit. Exceptional ability invariably 
commands exceptional returns. 


What a Speculator Is 

Ownership of soil products, together 
with the risk of ownership being impos- 
sible to eliminate, it is apparent that 
someone must assume this risk, whether 
willingly or otherwise. This risk is 
known in different places by various 
names, but at market places it is always 
properly termed “speculation.” It is sel- 
dom fully realized by those not engaged 
in the grain business that the active mar- 
ket speculator is the owner of all surplus 
grain—that is, that portion of the crop not 
consumed in the locality in which it was 
produced. In other words, the owner of 
surplus grain is by that very fact a 
“speculator.” This being the case, and 
since the speculator takes from the shoul- 
ders of the farmer, the dealer and the 
consumer the risk of ownership, it might 


‘naturally be asked, who protects the spec- 


ulator? The speculator asks for no pro- 
tection. It is his business, based upon his 
experience, his training, his knowledge 
of supply and demand and the capital at 
his command, to take the chance the 
marketing of grain affords, The specu- 
lator not only does not seek protection, 
but could get none if he wanted it. If he 
were absolutely protected in his trading 
he would cease to be a speculator. 


As to the objections to speculation that 
it raises prices, or lowers prices ~-accord- 
ing to the point of view—it is only 
necessary to point out that speculation 
has always existed where uncertainty 
existed, that it is the effect of con- 
ditions and not the cause of them, that 
its object and reason for being is to 
foresee and anticipate price changes by 
buying and selling and not to create 
them. Speculation does not make 
prices but simply registers them. 

When speculation in a commodity 
proves profitable, it is because in the in- 
terval between buying and re-selling the 
price rises from some cause independent 
of the speculators, their only connection 
with it consisting in having foreseen it. The 
converse of this is also true, that when 
speculation in a commodity proves profit- 
able to the short seller, it is because in 
the interval between selling for delivery 
ata future time, and buying in order to 
make that delivery, the price declines from 
some cause independent of the speculators, 
their only connection with that decline con- 
sisting in having foreseen it, and in having 
exercised a sagacity, intelligence and 
courage with reference to it not exer- 
cised by the majority of their fellows. 
Speculators do not in any sense hold in 
abeyance the governing law of supply 
and demand, much less annul it. The law 
is irresistible and if they are not con- 
forming to its mandates, they must suc- 
cumb and pay the penalty, 


The Bugaboo of the Grain Exchange 


“Short selling” is ‘the grain exchange 
bugaboo. By what moral or commercial 
law is it right to sell that which is not 
possessed? This is the eternal question, 
which baffles the foe of the grain ex- 
change. 


What right had the Governor of 
Kansas to underbid contractors some 
years ago, when a railroad was to be 
built between Kansas City and St. 
Louis? He sold labor, material and 
time for future delivery—and he pos- 
sessed none of it. He probably had a 
good bank account, but so has every 
competent speculator. He was a “short 
seller” and made a half million on the 
deal. What right has the United States 
Government to solicit bids on oat pur- 
chases for forward delivery a year from 
date, so that cavalry horses may be 
fed? The Government buys oats six 
months before they are grown, yet the 
Stars and Stripes still float. Without 
short selling there would be no real 
speculation. Without speculation there 
would be chaos in the grain business. 
A “short” sale means an ultimate pur- 
chase. “Short” sales do not unduly 
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depress markets. They prevent abnor- 
mal rises in values, thus protecting the 
consumer. 

Price-Making an Inalienable Right 

No man, no edict of a tribunal, legis- 
lative or judicial, can prevent one man 
from stipulating with another to deliver 
a bushel of wheat, a pound of sugar, a 
bag of goid, or any other article, at an 
agreed price, upon a certain date, or 
during a specified month; nor can any 
power exempt a seller from liability for 
the nonfulfillment of the terms of any 
such stipulation. The right to make such 
a contract is inalienable. A man possesses 
the right to agree to deliver any property 
at such time and prices as may be agreed 
upon, whether at the time of making such 
agreement he is in possession of the 
property under the same terms which 
attach to his own sale of such property; 
that property may be wheat, a house, an 
engine, a railway car, or any other kind 


of property, The buyer and seller must 
not be interfered with except when the 
seller refuses to deliver, or the buyer 
refuses to pay, according to the terms of 
the contract. Under no other conditions 
than these can they be interfered with. 

It should hardly be necessary to prove 
that “short-selling” is an entirely honor- 
able and absolutely necessary practice. It 
is strange, however, that even in fairly 
intelligent publications we should so 
frequently see that the statement that “it 
is wrong to sell something which the 
seller does not own.” As a matter of 
fact, this is a most common practice in 
all lines of business, The jobber sells 
his canned vegetables and fruits before 
they are harvested. Canned salmon or 
other fish are contracted for before they 
are caught. Salesmen are out taking or- 
ders for dry goods when perhaps the ma- 
terial for their manufacture is still on the 
backs of sheep or in the cotton boll. Con- 





tractors obligate themselves to construct 
buildings the materials for which in many 
instances have not left their original state, 
The clergyman contracts to deliver the 
sermon for a price, although the sermon 
has not been written. If contracts for 
future delivery were to be limited in all 
cases to delivery of things already in pos- 
session of the contracting party, business 
would be hampered in a thousand ways. 
There is absolutely no reason why a wheat 
dealer or a flour dealer should not make 
a contract for the delivery of his com- 
modity three months from date, knowing 
perfectly well that he can fulfill the con- 
tract by securing the necessary article. 
To call this ethically wrong is simply 
ridiculous. 
Grain Contracts Enforcible 

Every contract made on the Chicago 
Board of Trade is enforcible. The spec- 
ulator making a trade may have in mind 

(Continued on page 296.) 


The Future of the World’s Currencies 


Dr. Seligman’s Interesting Study of Currency Inflation and Public Debts 


DWIN R. A. SELIGMAN, Ph. D., 
LL. D., and McVickard Professor 
of Political Economy in Columbia 

University, has prepared an interesting 
and comprehensive study of the world’s 
currency system for the. Equitable Trust. 

Reviewing the experiences of the past 


DR. EDWIN R. A. SELIGMAN 
McVickar Professor of Political Economy 
in Columbia University 


in currency inflation, Dr. Seligman says: 

“The final conclusion from our study 
is that just because of the interdependence 
of all great commercial countries in mod- 
ern times, debt payment and currency 
reform have become international prob- 
lems. It is not by impoverishing Ger- 
many, or preventing Poland from buying 
raw materials at what is to them grossly 
inflated prices, that any recovery is to be 
expected. No one can improve his own 
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condition by impoverishing his customers. 
Nor can countries like Great Britain and 
the United States expect to benefit by an 
insistence on the immediate payment of 
the debts due to them by the Allies. 
Whatever arguments for the retention of 
these obligations may be advanced from 
the point of view either of possible politi- 
cal pressure or of a guarantee against 
some conjectural economic necessity of 
the future, it is obvious that such gigantic 
debts can be paid at present only through 
the medium of exports of goods from the 
debtor nations, a process which is bound 
to react disastrously upon the creditor 
nations by curtailing their exports. What 
has already happened to Great Britain in 
the shipping and coal industries is sympto- 
matic of the perils attendant upon our 
pressing for immediate or speedy payment 
of the Allied debts. 

“Two things only will make it possible 
for the world to get on its feet again. 
One is for each country which has fallen 
into the quagmire of fiat money to set its 
face resolutely against further tempta- 
tions, to reduce as far as possible its 
military and naval expenditures and to 
put its fiscal house in order by a prompt 
and vigorous application of taxation with 
a view of reéstablishing budgetary equilib- 
rium. But a taxation as excessive as that 
encountered today even in the United 
States, not to speak of the rest of the 
world, cannot be continued without haz- 
ard. No country can long endure the 
application of so large a part of the social 
income for purely unproductive consump- 
tion without suffering a marked retarda- 
tion in the tempo of its economic progress 
For it is only out of the setting aside of 
an appreciable surplus of annual produc- 
tion that a nation’s capital can be re- 
plenished and the economic resources 
strengthened. Where this surplus is de- 
stroyed, or even nibbled into, by the con- 
version of the productive consumption of 
a normal economic life into the unproduc- 
tive consumption of Government outlay 
for military or naval purposes, the results 





are sooner or later bound to be disastrous. 
In the long run, political security cannot 
be purchased at the cost of economic de- 
bility. The beginning of wisdom is thus 
obviously some method of limiting arma- 
ments, a result that can clearly be 


achieved only by international agreement. 





ALVIN W. KRECH 
President of the Equitable Trust Co., 
New York 


In such an agreement even a country like 
the United States must be prepared for a 
policy of give and take and, if necessary, 
must’ be willing to recede from its old- 
time political policy of aloofness and iso- 
lation. 

“But, in the second place, the necessary 
budgetary equilibrium will be made pos- 
sible only and concurrently with a sta- 
bilization of the exchanges. This is also 
from the very nature of the case an in- 
ternational problem which must be met by 
international methods that it is not our 
function here to discuss. 

(Continued on page 291.) 





About Banks and Banking 









The Case for Bank Acceptances—How Should New Enterprises Be Financed?—Where Foreign 


ceptances should be fully under- 

stood, since these have become two 
of the important instruments in modern 
commerce. Mr. Robert H. Bean, secre- 
tary of the American Acceptance Coun- 
cil, has outlined the theory and practice 
of the acceptance for this MAGAZINE. 
Secretary Bean said: 

“The mission of the trade acceptance 
is to liquefy credit, improve the turnover 
and minimize credit losses. To maintain 
its place as a high grade credit instru- 
ment, it will be used with the best class 
of current accounts. 

“The acceptance is used to the best ad- 
vantage where goods have previously been 
sold on an open account basis and the 
credit department record of the customer 
shows that his account is usually settled 
with due regard for the credit terms. 

“The idea of lending money on call 
against acceptances as collateral and at 
a preferential rate is growing in favor, 
and as this feature develops the market 
will be strengthened. 

“Sound credits are of importance to 
everybody, particularly to the banker, es- 
pecially in times of inflation. The trade 
acceptance needs explanation rather than 
defense. It has proven its efficiency and 
beneficence. Its benefits are acknowledged 
by satisfactory users in every line of busi- 
ness.” 

Defined as simply as this department 
can manage it, the bank acceptance is an 
instrument which enables a business man 
to obtain cash on a three-month draft, 
for example, from a bank where he is 
known, irrespective of whether or not that 
bank is “loaned up” at the time of the 
application. 

The mechanics, roughly, are as follows: 
Applicant is permitted to draw on his 
bank at three months’ sight. The bank 
accepts his draft, and marks it “accepted.” 
The draft then becomes a prime banker’s 
acceptance and has a ready market be- 
cause of the reputation of the accepting 
bank. The draft is sold in this ready mar- 
ket, generally by the accepting bank, and 
cash for it thus obtained. 

As Vice-President Rovensky of the Na- 
tional Bank of Commerce has put it, “By 
this separation of functions the banker’s 
acceptance enables the borrower to tap the 
great national reservoir of bank funds, 
otherwise almost unavailable to him. His 
credit is certified to by his home bank, 
and thus equipped he enters the national 
market.” 

Bank acceptances have 
wide favor as instruments which enable 
American manufacturers to meet the 
credit demands of their foreign custom- 
ers. Mr. Harold C. Bishop, in American 
Export Industries, has described this 
method as follows: 

“The simplest way of describing the 
acceptance method of banking is to say 
that, instead of a bank lending out the 
funds which it has on deposit’ to a cus- 
tomer, or advance its funds when it dis- 
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Trade Information May Be Had 


counts a draft, it gets the funds for its 
customer by promising to pay what the 
customer owes when it is due, so that some 
other bank that has surplus money will 
put up the funds. It is a system by which 
the banks of New York, Philadelphia, 
Boston, Chicago and other centers where 
there is a big demand for financing com- 
merce can increase their facilities by tak- 
ing the risk of credits regarding which 
they are especially equipped to judge the 
safety, while hundreds of inland banks 
supply the funds, out of hundreds of small 
surpluses that they are glad to invest 
so safely.” 














ACTIVE BANK STOCKS 
Dec. 6 Dec, 15 
Amer. Exchange National. 240-250 243-248 
Chase National .......... 280-285 290-294 | 
Chatham & Phenix....... 275 Bid 265-275 | 
Chatham & Phenix rights ...... 36- 39 
Chemical National ....... 485-495 485 Bid 
First National .......... 900-915 915-940 
OOO 830-840 830 Bid 
Irving National ......... 186-191 196-202 
Mechanics & Metals...... 318-323 328-333 
National City ........... 320-325 
National Park ........... 405-415 408-415 
DEE wobackaccudcecans 235-240 240-245 














For Foreign Trade Information 


A reader has put the following inquiry: 

Bank Editor, THe MAGAZINE oF WALL 
STREET : 

Sir:—Although the foreign trade field 
is very much contracted just at this time, 
we nevertheless feel that we might en- 
large our business by actively engaging in 
that field. Where could we obtain sound 
advice, and a little co-operation, in this 
regard?—R. S. R. 

The National Park Bank is one of the 


Future of Non-Ferrous Metal Prices 


Outlook More Promising—Copper’s 


N sharp contrast to ferrous metals, 
particularly steel products which have 
been declining, other branches of the 

metal market, including copper, silver, 
tin, lead and zinc have shown either an 
upward tendency or ability to resist sell- 
ing pressure. 

COPPER prices have been steadily ad- 
vancing during the past several months 
and quotations are now 13% cents a pound 
for spot metal against a low price for the 
year of 11% cents a pound. The trend 
seems strongly upward on the better statis- 
tical position and a price of 15 cents or 
so a pound within the early future is not 
an improbability. Producers are in a much 
stronger strategic position than a few 
months ago and with the market gradually 
slipping away from buyers, the situation 
has greatly changed in this respect. 

SILVER has also taken an upturn. 
Selling at nearly 70 cents for foreign silver 
against a low price for the year of below 
55 cents, conditions have greatly improved. 
This has been due mostly to a resumption 


oldest commercial banks in this country. 
From the time (1856) when it started 
business at the old Clinton Hotel, corner 
of Beekman and Nassau streets, it has 
pursued a vigorous policy of building bus- 
iness. Among the numerous other “serv- 
ice departments” which it operates, there 
is a Foreign Trade Department through 
which, as a bona-fide business organiza- 
tion, you should be able to determine the 
full and complete facts as to the export 
possibilities in your line. 


Should Leather Business Expand? 


Bank Editor, THe MacAzINE oF WALL 
STREET : 

Sir:—Taking advantage of the privi- 
leges of your department offered to read- 
ers in your last issue: I am in control 
of a fair-sized leather goods manufactur- 
ing business located just outside of a 
large city. The business has gotten 
through the last few months ef depression 
without lasting harm, although we are 
now, like a good many others, some- 
what shorter of cash than we care to be. 

“We are interested to know, for pur- 
poses of comparison with our own views, 
what your views are on the future of 
the leather market; whether you believe 
that expansion, in anticipation of better 
conditions, is warranted. Also we would 
like to see what banks you would rec- 
ommend our applying to for advice in 
such matters as these and for practical 
assistance in any change that it might be 
found wise to make.—H. S. & Co.” 

Our views on the future of the leather 
market are expressed in THE MAaGAzINe’s 
“Trade Tendencies” department, which 
says: “Generally speaking, indications are 

(Continued on page 292.) 


Improved Position—Current Prices 


of buying in world markets for the ac- 
count of the principal silver consuming 
countries such as China. There has also 
been more of a disposition to put silver 
currency into circulation in European 
countries. The art demand is still slug- 
gish but with general improvement in 
trade conditions, this source of demand is 
also likely to show more life, 

TIN has been one of the strongest 
metals this year. Prices are quoted around 
30 cents a pound. Tin is susceptible to 
the London market and as the latter has 
recently been rising the domestic market 
has been reflecting this situation. The out- 
look is for greater industrial consumption 
and for a higher price level. 

LEAD has been more or less uni- 
formly strong this year and quotations 
are at 4.72% cents per pound against a 
low price of about 4 cents a pound. Lead 
demand is fair at the present, but a much 
stronger market is looked for next Spring 
with greater building activity. : 

(Continued on page 290.) 


THE MAGAZINE OF WALL STREET 














itry. 
rted 
rner 

has 
bus- 
erv- 
here 
ugh 
iza- 

the 
ort 


ur- 


er 
t’s 


re 


oo 


ee i 








The Bond Market 





Why Municipal Bonds Are Good Investments 


Points in Their Favor—The Taxing Power of Municipals—Trend of Municipal Bond Prices 


HE security behind municipal bonds 
is perhaps the chief point -in their 
favor as investments. 

The existence of a municipality depends 
upon the maintenance of its credit. Be- 
ing a non-money making corporation, the 
funds necessary for the upkeep or estab- 
lishment of its sewers, streets, water- 
supply, etc., must necessarily come from 
the investing public. The municipality's 
taxing power, or the required portion of 
it, is thus funded, the bonds being ulti- 
mately paid, principal and interest, by 
means of taxes levied upon the taxable 
property within the jurisdiction of the is- 
suing community. 

The standard by which all municipal 
bonds are judged is their legality for New 
York Savings Banks. The Consolidated 
Banking Laws of the State of New York 
govern and limit the class, type and ac- 
tual bonds that Savings Banks in the 
State of New York may purchase. 

Should a municipality default in pay- 
ment of principal or interest for a period 
of more than 90 days, and even though 
they may comply otherwise with the re- 
quirements of the New York Consolidated 
Banking laws, their bonds are stricken 
from the “Legal List” for a period of 
years. If this should happen, the mu- 
nicipality would die a slow but sure death, 
for there is no reliable banking or brok- 
erage house that would recommend to 
their clientele the bonds of a defaulted 
district. This is one of the reasons for 
the scarcity of default in municipal bonds. 
The compulsion of a tax payer to meet 
his taxes when due is about as absolute 
security as it is possible to obtain. 


Should Municipals Be Taxed? 


The spirit of the Constitution of the 
United States has always been construed 
to be for, “An inseparable union of in- 
dissoluble units.” It is also agreed that, 
“the power to tax is the power to de- 
stroy,” for to tax anything 100% is to 
destroy it. Thus it can be seen at once 
that disregarding ail recent constitutional 
amendments and laws, fundamentally it 
would be a difficult matter to give the 
federal government the power to tax state 
instrumentalities without destroying the 
basic underlying structure of our gov- 
ernment. 

The Sixteenth Amendment gives Con- 
gress the “power to lay and collect taxes 
on incomes from whatever source derived 
without apportionment among the several 
states and without regard to any census 
or enumeration.” However, specific pro- 
vision has been made to exempt from tax- 
ation incomes derived from obligations of 
a state, territory or any political subdi- 
vision thereof. 

If municipal bonds are to be taxed, 
which the writer doubts, the Supreme 
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Court of the United States must decide 
the issue. 
Taxable Versus Tax Exempt Bonds 


Under the Income Tax Law of 1922 
recently passed, the range of total tax 
(normal and surtax) is from 4 to 58%. 
Assuming an individual having a taxable 
income of $50,000, to equalize the net re- 
turn of a 434% municipal bond he must 
obtain a better than 634% on a taxable 
bond such as a rail, utility, or industrial 
bond. 

Take for instance the highest price tax 
exempt bonds which have been offered 
recently (with the exception of the First 
Liberty 3%s and the Victory 33s), the 
Highway 434% bonds of the Common- 
wealth of Pennsylvania, are offered to the 
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PRICE TREND OF MUNICIPALS 


The above curve shows the average 

market value, expressed in net income 

basis, of bonds of twenty large cities in 
the United States 


investor to net 4.20%. The $50,000 in- 
come man would have to obtain better 
than 6% on a taxable bond in order to 
equalize the 4.20% yield. Where can such 
a bond be obtained, having security equal 
to the entire taxable assets of the State 
of Pennsylvania to net 6%? The answer 
is, it can’t be done. 


Marketability 


A few years ago there were approxi- 
mately four houses in Wall street that 
specialized in municipal bonds. At the 
present time, practically every banking or 
brokerage house either has a separate mu- 
nicipal department or handles this class 
of security in its general bond department. 
This is establishing as broad a trading 
field and as close a market as any other 
class of bond. The remarkable manner 
in which the business has advanced may 
probably be traced to two causes. First, 
naturally, the Income Tax Law, secondly, 
the Liberty and Victory Loan Campaigns. 

The Liberty and Victory Loans were 
the greatest educational and economically 
beneficial campaigns ever undertaken. The 
result of which is proving to be one of 
the basic columns upon which our future 


world supremacy will rest. It taught the 
working man and small investor that 
bonds and stock were issued for purposes 
other than mining gold or taking the salt 
out of the ocean. 

Before the war a very small proportion 
of the bond issues were obtainable in $100 
and $500 denominations. Now every is- 
sue, be it rail, utility, industrial or foreign 
has its small pieces. The investor has 
realized the fundamental soundness and 
possibilities of return of high grade bond 
investments. He has found that desides 
putting his money in savings banks at 4% 
he can help finance the foremost industries 
of his community and receive a much 
greater return on his money and still 
have the same margin of safety that he 
has in savings institutions 


Price Trend of Municipals 


The accompanying municipal bond mar- 
ket index, presented in graphic form from 
time to time in “The Daily Bond Buyer,” 
a publication devoted to Government, 
State and municipal securities, is especially 
interesting at this time as indicative of the 
remarkable recovery of city bonds from the 
extreme low level reached as a result of 
war finance, inflation, etc. City bonds 
were selling on a basis somewhat below 
4% just prior to America’s declaration 
of war with the Central Powers. The 
general decline in securities, which fol- 
lowed our entrance into the war finally 
carried high-grade city bonds to a basis 
well over 5%. A recovery in the final 
quarter of 1920 proved to be only a tem- 
porary movement and was practically 
wiped out by a steady decline during the 
seven months ended July Ist of the cur- 
rent year. Then came the turn, and val- 
ues started to improve. In. July and 
August, prices advanced only fractionally 
but the market gained strength daily and 
the foundation was laid for the abrupt 
ascent pictured in the chart. To express 
differently what this sheer rise means, it 
might be stated that the advance in the 
price of New York City 4%s of 1965 
since July Ist has exceeded twelve points. 

It is also notable that the rising market 
of July to December of this year was 
accompanied by the heaviest output of 
new State and municipal securities on 
record. For the period mentioned, new 
flotations were in excess of $575,000,000, 
or greater than the entire output of such 
bonds in 1916, a normal pre-war year. 
The total for the current calendar year 
will exceed a billion dollars. 

Since the foregoing was written an- 
nouncement has been made of the sale of 
New York City bonds to a banking syn- 
dicate on a 4.35% basis—the record low 
price for bonds of this municipality and 
an interesting pointer on the trend of 
municipal credit. 
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Where an 8” Bond Yield May Still Be Obtained 


Good-Grade Issues of Companies Which Merely Did Poorly Last Year Offer the Opportunity 


N view of the very substantial advance 

in the bond market over the past sev- 

eral months high grade bonds are no 
longer available at prices to yield the in- 
vestor from 7% to 8% on his investment. 
Thoroughly seasoned issues that are en- 
titled to a high rating at the present 
time can not be obtained on a yield basis 
of much over 6%%. In order to get a 
higher yield on bonds, combined with a 
fair amount of safety, it is necessary to 
select some of the less seasoned securities, 
or go into the foreign Government issues. 

This article will take up a few of 
the newer issues that, to all intents and 
purposes, are well protected and that 
can now be purchased at prices to yield 
close to 8%. This would appear to be 
a rather high yield to obtain with reason- 
able safety, but if the reader will care- 
fully study the facts and figures given be- 
low he will readily see that the security 
behind these issues is very large indeed. 
Apparently the reasons why these issues 
give such an attractive yield is, first, be- 
cause they have been recently put out and, 
second, because the earnings of the com- 
panies in the past year were poor due to 
the general depression in business. Of 
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company’s working capital was approxi- 
mately $22,400,000 and the property invest- 
ment $21,596,536. The company’s valua- 
tion of its property is generally regarded 
as being decidedly conservative. Good 
will, patents, rights, etc., are carried on 
the balance sheet at $1. It can be seen, 
therefore, that the assets behind these 
bonds are well over four times the total 
issue, 

Under the sinking fund requirements 
the company must set aside $1,000,000 
each year to be used for the purchase of 
these bonds in the open market at not 
exceeding 105. 

For the year ended August 31, 1921, 
the company reported an operating loss 
of $987,366, as compared with net profits 
of $6,395,468 in the preceding year. Af- 
ter charging out a contingency reserve 
of $2,500,000 and dividends of $1,346,410 
there was a deficit for the year of $4,833,- 
776. In connection with these poor earn- 
ings it is important to note that the Pack- 
ard Co. during this year brought out its 
new light six model. This necessitated 
the expenditure of several millions that 
should be regarded as unusual expense, 
not likely to be incurred again, and of 


























course one hesitates to purchase the bond 
of a company that has barely covered in- 
terest charges in the past year or has per- 
haps shown a deficit, but if the security 
behind the bond is unusually large, the 
past record good and the management re- 
sponsible, a poor earning power in a 
period of depression can be overlooked. 

In the accompanying table the strong 
features of the bonds recommended are 
clearly shown. It will be noted that all 
of the five issues described have generous 
sinking fund provisions and that the net 
quick assets of each company are in ex- 
cess of the bond issue. 





Packard Motor 8s 
Maturing 1931—Yield 8% 











Packard Motor Car Co. 8% gold bonds 
due 1931 are a direct obligation of the 
company which has no other funded debt. 
They are issued under a trust agreement 
containing among other provisions, restric- 
tions regarding the company or its sub- 
sidiaries mortgaging any of their plants, 
and obliging them to maintain current 
assets equal in the aggregate to at least 
175% of their total liabilities including 
these bonds. As of August 31, 1921, the 
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course the twelve months ended August 
31, 1921, covered a period of poor busi- 
ness and falling prices necessitating the 
taking of heavy losses on inventory. 

For the five years ended August 31, 
1920, earnings of the Packard Motor 
Co. have averaged more than 11% times 
the interest charges on these bonds 
after liberal deductions for depreciation. 

Especially in the case of automobile 
concerns is the question of management 
important. Packard management is high- 
ly regarded in both banking and auto- 
mobile circles. It has stood the test of 
time and has made a remarkable record 
of achievement. Putting out the new 
light six has been expensive, but from a 
sales standpoint it has been a decidea 
success. The management recently offi- 
cially announced that the plants of the 
company will operate at full capacity 
during the Winter months, which few au- 
tomobile companies will undertake to do. 
“This will be accomplished by the deep 
cut in the price of the single six re- 
cently announced to prevail during the 
winter months.” 

In view of the large assets, strong 
financial condition and past record of this 
company the 8% bonds at present price 
of about 100 look like a rather unusual 
investment opportunity. 





Otis Steel 8s 
Maturing 1941—Yield 8.1% 











Otis Steel Co. first mortgage 8s, due 
1941, are secured by a direct first mort- 
gage on the entire fixed properties now 
owned and hereafter acquired. This is 
an old established concern, the business 
having been first started in 1873. Its 
principal products are steel plates, sheets, 
casings, pig iron and coke products. 
Customers include boiler manufacturers, 
railroad companies, shipbuilders, automo- 
bile manufacturers, oil companies and 
machinery concerns, 

As has been the case with practically 
all the independent steel manufacturers, 
this company has not been able to make 
any money in the current year. In previ- 
ous years, however, it has shown a good 
earning power. For the four and a half 
years ended June 30, 1921 net profits, 
after depreciation, averaged per annum 
about 10 times the interest on the 
present bond issue, before deducting 
Federal taxes. After taxes the balance 
was equal to about 5% times the an- 


nual interest charges. Net profits avail- 
THE LIST able for interest for the year 1920, after 
% Net provisions for Federal taxes were ap- 
Net Liquid Annual proximately four times the interest 
Total Liquid Assets Sinking Ma- charess 

Issue Assets to Bonds Fund turity Price Yield oe. 
United Drug 8 ............. $18,000,000 0, 208,088 183% 5% 1941 104 = 7.5% There is undoubtedly a very large 

tis 8 _ “pakeneentagnere ,000, 7,350, % % 99 8.1% : : 
ie i 10,000,000  22:400,000 224% 10% 1981 100 8% equity behind these bonds. As of June 
Central Steel 88 ...........+ 5,000,000 5,280,000 105% 5% 1941 100% 7.9% 30, 1921, net quick assets alone were 
Pierce Oil 88 .......+se+seee 2,000,000 7,300,000 365%  #10% 1981 100 8% $7,350,000. The physical property is 
carried on the books of the company at 
$16,099,583, and securities owned at 


$1,404,124. The total of these assets is 
nearly five times the $5,000,000 bond issue. 

A sinking fund provides for the retire- 
ment through redemption or purchase of 
$250,000 of the bonds annually. They 
are redeemable in whole or in part at 
the option of the company on 6 weeks’ 
notice on any interest date up to and in- 
cluding August 1, 1924, at 110 and inter- 
est; on any interest date thereafter at 
10714 up to August 1, 1926; thereafter at 
107% less % for each twelve months or 
part thereof elapsed after August 1, 1926. 

Plants of the Otis Steel Co. have a 
combined annual capacity of 360,000 tons 
of pig iron and 450,000 tons of finished 
steel products. 

At present price of 99 the yield is 
8.10%, which appears attractive consider- 
ing the assets behind the issue. These 
bonds are traded in on the New York 
Curb market. 





United Drug 8s 
Maturing 1941—Yield 7.5% 








United Drug Co. 8% convertible bonds, 
due 1941, are a direct obligation of the 
company, and together with the $2,750,- 
000 5% year notes constitute the sole 
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funded debt of the company and its subsi- 
diaries, with the exception of certain real 
estate mortgages aggregating $1,022,840. 
The indenture under which the bonds are 
issued provides that no new mortgage can 
be placed on any of the property or as- 
sets, unless the present issue of bonds is 
equally secured thereby, and that the 
ratio“of quick assets to quick liabilities 
of the company and its subsidiaries shall 
be maintained at least 125% of the total 
amount of bonds and notes outstanding. 
In case such ratio is not maintained no 
dividends are to be paid on the common 
stock until its ratio has been restored. 


As of June 30, 1921, working capital 
of the company was $20,175,887, as com- 
pared to total bonds and notes of $15,- 
000,000. Fixed tangible assets are carried 
on the company’s books at about $29,000,- 
000, making a total asset value behind 
the bonds of $49,175,000. Of course this 
takes no account of good will which, in 
the case of a company such as United 
Drug, can be regarded as immensely 
valuable. 

For the past several years earnings of 
United Drug has been showing a steadily 
increasing tendency, and it was only in 
the current year that earnings declined. 
Of course the reason for this decline was 
the shrinkage in inventory values and a 
general slowing up in business. How- 
ever, for the first six months of 1921 the 
company succeeded in earning its pre- 
ferred dividends and the second six 
months are expected to be better. In 
1920 the company earned $11.02 a share 
on the common stock, as against $10.96 
in 1919. For the three years ended Dec. 
31, 1920, earnings averaged over three 
times the interest requirements on the 
present funded debt. 

A sinking fund provides for the pur- 
chase in the open market of 5% of the 
largest amount of the bonds issued at 115 
and interest. 

The bonds are convertible into common 
stock up to 1931 at 110 a share. They 
are listed on the New York Stock Ex- 
change, and at present prices of around 
104 the yield is about 7%2%. This com- 
pany came through the period of depres- 
sion in fairly good shape, all things 
considered. It was inevitable in the face 
of an expansion that has trebled the com- 
pany’s sales in four years that this 
company would have to do some financing. 
With its floating debt funded into long 
time bonds, United Drug is in a position 
to continue the same steady increase that 
has featured its operations in the past. 
The bonds are followed by $16,505,000 
preferred stock on which dividends are 
being paid, and $33,925,100 common on 
which dividends were paid up to June of 
this year, These bonds would appear to 
be entitled to a rather high rating. 





Pierce Oil 8s 
Maturing 1931—Yield 8% 











Pierce Oil Corporation 8% debentures, 
due 1931, constitute the only funded debt 
of the company, except approximately 
$150,000; The company cannot issue any 
other funded debt while these debentures 
remain outstanding. 
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This company owns five oil refineries 
having an aggregate capacity of 48,000 
barrels, and a plant at St. Louis for the 
manufacture of greases and lubricating 
oils, also directly or through subsidiaries, 
oil leases aggregating 74,299 acres, pipe 
lines, tank ships and other equipment. 
Net quick assets at the present time total 
about $7,300,000, or over- three times the 
bond issue of $2,000,000. 

For the six months ended June 30, 
1921, a deficit of $2,248,133 was reported, 
but this was after deducting inventory 
losses of $2,383,510 and depreciation of 
$592,258. The recent advances in the 
price of crude oil have been of material 
benefit to the company, and it is antici- 
pated that the last six months of 1921 
will show a good profit. In the past 
this company has shown an excellent 
earning power and earnings in no year 
from 1911 to 1920 inclusive have been 
less than 5% times the interest charges 
on this issue. 

A sinking fund of $200,000 annually 
is provided, to be used for the purchase 
of these bonds in the open market up to 
107%. The bonds are callable as a 
whole on 60 days’ notice at 107% and 
interest. 

Recently the Lewisohns became the 
dominant interests in the company, and 
a more efficient management is expected 
to result, It is anticipated’ that dividends 
will be restored on the preferred stock 
in the near future. 

At present price of around par the 
yield on these bonds is 8%. They are 
dealt in on the New York Curb. Con- 
sidering the past record of this company, 
the large assets behind the bonds and the 
fact that a new management that is gen- 
erally well regarded has taken charge of 
the company’s affairs, these bonds appear 
well worthy of consideration. 





Central Steel 8s 
Maturing 1941—Yield 7.9% 











Central Steel Co. first mortgage 8s, due 
1941, are secured by a direct closed first 
mortgage on the entire fixed property 
now owned and hereafter acquired. 
Based on an appraisal made in 1921, by 
the American Appraisal Co., the real es- 
tate, plants and equipment (less deprecia- 
tion), are valued at $16,231,570. As of 
August 31, 1921, net quick assets were 
$5,278,441, making a total of $20,899,185 
net tangible assets behind the $5,000,000 
bond issue. 

Earnings in the current year have, of 
course, been poor, but it is stated that 
for the quarter ended Séptember 30, the 
company will show a profit after allow- 
ing for depreciation. For the five years 
and eight months ended August 31, 1921, 
net profits. after allowing for deprecia- 
tion and Federal taxes, averaged $1,721.- 
786, or 43 times the annual interest 
charges. on the bonds. Earnings for the 
year 1920 were equal to 5.49 times the 
interest charges on these bonds. 

The plants of the company are located 
at Massillon. Ohio, and have an annual 
capacity of 350.000 tons billets, slabs, bars, 
etc., and 210.090 tons of finished products. 

A sinking fund provides for the pur- 


chase of 5% of the issue annually in the 
open market at 107% or better. These 
bonds are not callable prior to maturity. 

At present price of about 100% the 
yield is 7.95%. They are dealt in on the 
New York Curb. This company has 
shown a steady growth for the past sev- 
eral years, sales in 1916 were only $11,- 
640,000, as compared with $34,752,000 in 
1920. This is a remarkable increase and 
fully explains the necessity of the recent 
financing. The fact that the company was 
able to show a profit in the September 
quarter of the current year indicates an 
efficient organization, as most steel com- 
panies reported a deficit for that quarter. 





Have Bonds Risen 
Too Fast? 


City Bank Discusses Recent Advance 
in Prices 











The bond market has had an almost 
uninterrupted rise which set in toward 
July, last, and has continued since. The 
price advances recorded have been really 
phenomenal, at least when contrasted with 
previous movements in this market, and 
have brought forth the question in some 
quarters of whether a substantial reaction 
is not due. 

The question is treated in an interesting 
fashion by the National City Co. in its 
current review. Referring to a previous 
period, when new offerings kept bond 
prices down, the Bank says, in part: 

During the last few months there has 
been a scarcity of new issues with the re- 
sult that the demand from investors, insti- 
tutions and corporations has taken the 
floating supply of bonds out of the market 
and higher prices have inevitably followed. 
There is another important development 
in the investment situation and that is the 
growth in the number of bond distrib- 
utors throughout the United States. This 
means that every nook and corner of our 
entire country is thoroughly canvassed 
through the agencies of the large 
national houses and the local dealers and 
the new issues are split up into very 
small parts in the hands of a great many 
individuals. 

The advance of the past few weeks 
should, therefore, not be a surprise to the 
investing public for it has been anticipated 
for several months past and there is every 
indication that prices have moved to a 
higher level and will continue there for 
some time to come. In this connection it 
is interesting to note that a comparison of 
the average prices of fifteen representative 
railroad, public utility and industrial is- 
sues since 1906 shows that the average 
low prices of these issues in 1907 was 
2% points higher than the present high 
prices, while the average low for the rails 
in 1907 was 5 points higher than present 
high prices for the same issues. The low 
for public utilities in 1906 was 2 points 
higher than the high prices of today. The 
recent advances, therefore, have not yet 
carried the standard issues above the low 
prices of the past fifteen years and these 
indications would seem to answer most 
conclusively in the negative the question 
so often asked today—“Are bond prices 
advancing too rapidly?” 


243 








Bond Market Recedes a Little 


Various Groups of Bonds React Under Profit-Taking—Individual Securities Make Further Gains— 


IEWED broadly, the bond market 
seemed to enter a new phase dur- 
ing the past two weeks. There 

were many signs of weariness after the 
exceptionally prolonged rise in practically 
all departments. Selling pressure became 
more noticeable, the main incentive being 
to take the large profits which had been 
accumulated through practically three 
months of uninterrupted advance in the 
bond market. There were various other 
minor factors such as the. weakness in 
speculative railroad stock issues to ac- 
count for individual weakness in specu- 
lative railroad bonds, and new financing 
by several industrial companies to account 
for the decline in those securities, but 
otherwise, the underlying reason for the 
comparative irregularity of the bond mar- 
ket was the weak technical position after 
the enormous advance. 

While the underlying factors—such as 
lower money rates, surplus investment de- 
mand, higher foreign exchange and the 
tendency toward improvement in business 
—which were mainly accountable for the 
rise in securities are still operative and 
will, no doubt, ultimately result in still 
higher prices for representative securities, 
the present outlook is that most grades 
of bonds will find a temporary resting 
place at around these or possibly lower 
levels, from which they will later resume 
their advance. 


The Money Situation 


Since this is the principal factor in the 
movement of investment securities, it is 
of importance to estimate the probable 
outlook. The broad tendency this year 
has been downward, which is illustrated 
by the fact that since the beginning of 
the year time money has declined from 
about 8% to 5% and commercial paper 
has declined in about the same propor- 
tion. The money market at present rests 
practically on a 5-5%4% basis. At the 
same time Government credit is on a4%% 
basis compared with approximately 5%4% 
a year ago. 

High-grade bonds have closely paral- 
leled the movement of money rates and, 
as indicated by the graph on the Index 
of Corporate Credit contained in our 
monthly series of graphs, published else- 
where in this issue, such securities are 
no longer obtainable above a 5.10% yield 
basis compared with 6% toward the end 
of last year. In other words, the yield 
on high-grade bonds, as an average, is 
closely identical with current money 
rates. 

It is doubtful that the yield basis of 
such securities can remain permanently 
under the level for money rates and there- 
fore the future movements of bond issues 
must be dependent on the course of money 
rates. It is not deemed probable that 
there will be any large decline in such 
rates during the early future, which is 
tantamount to forecasting a period of 
quiet or possibly a slight downward move- 
ment in the value of most bonds, except 
those which are affected by special con- 
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Strength in Public Utility Issues 


siderations. This, of course, applies par- 
ticularly to the high-grade bonds, there 
being plenty of opportunities among the 
second-grade and speculating issues. 

The “spread” between high-grade and 
second-grade and speculative issues. 
and the same is true of the “spread” be- 
tween second-grade and speculative is- 
sues. Subsequent bond movements from 
this time on should result in closer align- 
ment between these three great groups of 
bonds. 


New Offerings 


Chief among the new offerings are the 
new Treasury 4%4% notes which were 
heavily over-subscribed and which prob- 
ably required considerable scaling-down 
of allotment at the rate at which the sub- 
scriptions were coming in at the time of 
writing. Another impotrant issue was 


New York City 4%s to the amount of ~ 


$55,000,000 now being traded in at slightly 
over par on the “when issued” basis. 
The Great Northern road is making ap- 
plication to issue $30,000,000 bonds purtly 
for refunding purposes and partly for re- 
pair and purchase of equipment. There 
were numerous small issues of municipal 
bonds and a fairly large number of in- 
dustrial issues, including the $3,000,000 
20-year 7%4s of the Godchaux Sugar, Inc. 
Generally, the reception of the new issues 
has been favorable and there seems to be 


little abatement of investment demand 
where the issuing factors are in solid 
repute. 


Railroad Issues 


Action of the gilt-edged railroad issues 
was pretty much as expected considering 
their previous large rise. With the ex- 
ception of the Union Pacific lst mortgage 
and land grant trust 4s, most of the is- 
sues in our Bond Buyers’ Guide either 
lost ground or made gains which were 
negligible. Very likely, this group will 
temporarily resist an upward impetus 
end prices should gradually settle down 
to around present levels until the next 
broad advance, 

The middle-grade railroad bonds with 
only two exceptions—Atchison gen. 4s and 
the St. Louis Southwestern Ist mtge. 4s— 
were reactionary in sympathy with the 
downward tendency of more or less specu- 
lative stock issues among the railroad 
group. 

In the speculative division, some fairly 
large losses were recorded as a response 
to the same influence which governed the 
movement of middle-grade bonds. West- 
ern Maryland Ist mtge. 4s were partic- 
ularly weak losing 3% points and the Mis- 
souri Pacific gen. mtge, 4s lost 2%4 points. 
Minneapolis & St. Louis cons. mtge, 5s 
were exceptional for their strength, gain- 
ing a full 2% points. 


Industrial Bonds 


Results for the industrial high-grade 
issues were not very conclusive but at 
least indicated that for most issues, the 
advance had been checked. About half 


these issues recorded gains and the other 
half losses. Corn Products 5s made a 
striking gain of 4 points on an extremely 
limited turnover suggesting that the float- 
ing supply of this sterling bond is ex- 
tremely small. Incidentally, the pro- 
nounced strength of the common stock 
of this company must have had some ef- 
fect on the higher market valuation of the 
bonds. United States Steel sinking fund 
5s came very close to reaching par. 

Losses and gains were about equally 
divided among the middle-grade industrial 
issues. Fluctuations in nearly all in- 
stances, were unusually large, indicating 
the speculative impulse existing in these 
securities. Wilson & Co. 6s lost 2 points 
owing to the new $10,000,000 bond issue 
of the company but the effect of this 
financing should only be temporary as the 
integrity of the bonds is not touched. 
Contabulating, Tabulating & Recording 6s 
reached 91 on a very limited turnover, as 
these bonds are closely held. Lacka- 
wanna Steel 5s made a gain of 2% points 
in sympathy with the greater strength of 
the stock. International Mercantile Marine 
6s lost a little ground and on any fur- 
ther setback should be picked up as these 
bonds are undoubtedly among the most 
attractive in the entire industrial list. 
American Smelting 5s made a small gain 
but the trend is still upward and fur- 
ther improvement in the industry will be 
reflected by higher prices for this old-time 
issue. 

The speculative industrial list was al- 
most uniformly weak. American Writing 
Paper 7s lost 2% points which was not 
surprising considering the incentive to sell 
at these levels for fortunate investors who 
managed to acquire this issue when it was 
selling 15 points lower. Chile Copper 
6s, notwithstanding the great advance of 
the stock, made little response and in fact 
lost a little ground. 

Public Utilities 

The public utility issues, with the ex- 
ception of the more speculative type made 
the best showing of all groups in the 
bond market. Some excellent gains were 
recorded. In the gilt-edged group, Pa- 
cific Tel. & Tel, 5s particularly distin- 
guished themselves with a gain of 2% 
points under the influence of the an- 
nouncement that an extra dividend of 2% 


- had been declared on the common stock. 


Philadelphia Company 6s, so often recom- 
mended in these columns, made a strik- 
ing gain of 5 points. These bonds even 
at the added price are still attractive con- 
sidering their relative safety and large 
yield. Montana Power 5s also were very 
strong with an advance of 3% points to 
their credit. The only weak issue was 
American Tel. & Tel. 5s but this was un- 
doubtedly due to profit-taking. 

The middle-grade public utilities were 
uniformly strong, every issue in the Bond 
Buyers’ Guide showing a gain, in sev- 
eral instances, of impressive proportions. 
Brooklyn Union Gas 5s-rose 3 points and 
Brooklyn Edison 354 points. Detroit 
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How Will Railroads Fare in 1922? 












Why an Optimistic View Is Justified—-The Outlook for Operating Costs—Will Rail Securities 


OOKING back over the hectic 
experiences of the railroads in 
the past two and a half years 

and remembering the discouragement that 
prevailed not long ago as to their out- 
look, it is a real pleasure to now be 
able to say that the outlook for the com- 
ing year is far from gloomy; in fact, 
that outlook is brighter than it has 
been at any previous time since the 
Government of the United States tried 
its hand at railroad operation. 

The recollection of the past two years 
in railroading is still a vivid one—years 
that were in striking contrast to each 
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Go Higher? 
By ARTHUR J. NEUMARK 


Knowing these things, these students can 
readily account for the miserable financial 
results scored in 1920 in spite of unusu- 
ally heavy traffic. 

The results in 1921 are similarly under- 
standable. First and foremost, after ten 
months of private operation, the roads 
had had time to get back into their stride. 
Secondly, the cost of fuel and materials 
and supplies declined heavily. Thirdly, 
the unhampered managements were able 
to apply drastic measures of economy in 
all phases of operation. 

The lesson of the past two years is 
obvious. It has been proven that a 
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other and whose results were paradoxi- 
cal in the extreme. 

The year 1920 was featured by the 
heaviest volume of traffic ever handled 
by the roads. Nevertheless, so far~ as 
actual operating profits were concerned, 
it was the worst year in railroad history. 
The year 1921, on the cther hand, saw 
volume of traffic reduced to the smallest 
figure in five years, and yet, in this 
latter year, the roads made, from actual 
operation, considerably more money than 
they had made in 1920. 

Students of railroad operation know 
how to account for these paradoxical 
results. They know that, in 1920, the 
roads had to contend with innumerable 
severe handicaps. They are familiar with 
the burden that had to be borne in ‘he 
form of excessively high operating costs 
and they remember the injurious effects of 
the National Working Agreements insti- 
tuted by the Government during the. war. 
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smaller volume of traffic, if it be accom- 
panied by lower operating costs, is prefer- 
able to a record volume of traffic with the 
expense account beyond control. 

Indications are that the former condi- 
tion is going to exist in 1922; and there 
are excellent possibilities of a very heavy 
freight movement toward the latter part 
of the year without the accompanying 
evil of a tremendous increase in cost of 
operation. 

Any estimate or prediction as to how 
the railroads are going to fare in the 
coming year has to be predicated upon 
the outlook for business conditions, The 
outlook for business in general is very 
ably discussed in articles appearing else- 
where in this issue. The conclusions pre- 
sented in those articles are based on a 
sound knowledge of existing conditions 
throughout the country, and in the opin- 
ion of the writer may be conservatively 
used as the basis for a general estimate 
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of the volume of traffic that the roads 
may be expected to handle. 


The Freight Movement Graph 


Freight movement can best be meas- 
ured by the annual number of ton-miles, 
or in other words the number of freight 
tons moved one mile in a year. The 
accompanying graph gives a very clear 
picture of the growth in traffic since 
1895. 

One of the striking points brought out 
by this graph is the fact that the actual 
growth in freight ton miles in the long 
run is following the theoretical line indi- 
cating the normal trend of ton miles on the 
basis of the pre-war record. In other 
words, disregarding the abnormal jump 
in the number of ton-miles during the 
war period, and the consequent abnormal 
reaction after this period of inflation, we 
find the ton-mile performance once more 
seeking its normal level and likely to 
continue in the even tenor of its way. 
Therefore, if the expected improvement 
in business materializes in the coming 
year the freight ton-miles figures should 
come very close to what it would have 
been on the normal pre-war trend. 

This theoretical line comes very close 
to forecasting the logical trend; and 
barring any abnormal development in 
business conditions in the next three 
years, its picture of the 1920 volume of 
traffic not being reached again before 
1924 is very likely to prove an accurate 
one. 


Are the Railroads Prepared? 


One reads a good deal nowadays to 
the effect that the railroads are unpre- 
pared to meet the growing needs of the 
country. In the writer’s opinion much of 
this talk is premature. Unless this coun- 
try is to be struck by a whirlwind of 
business almost over-night the roads 
should be well able to handle any likely 
expansion for the next two years at 
least. 

However, the railroads will need 
three important things on a large scale, 
probably no later than June 1, 1923, and 
they are: 

(a) Considerably more equipment. 

(b) More feeders and branch lines. 

(c) Larger terminal facilities. 

For the next two years business re- 
quirements are not likely to tax the roads 
beyond their present facilities. In the 
meantime, the writer believes railroad 
credit will be again restored. Thereafter, 
plenty of capital should be available to 
permit the carriers to carry on the ex- 
pansion program which they abandoned 
in the last two years. 














The railroads will undoubtedly be pre- 
pared when the country again calls on 
them for greater facilities. 


Freight Rates 

In a- previous paragraph the writer 
outlined what the freight movement in 
1922 would probably amount to. It 
might not be amiss to point out here what 
part freight rates are likely to play in 
this estinrated freight movement. 

Much has been said concerning the 
damaging effect of freight rates on the 
free movement of commodities in 1921. 
There has been a wide-spread attempt by 
large business interests, especially in the 
agricultural class, to place a large share 
of the blame for the industrial depression 
of 1921 squarely on the shoulders of the 
railroads because of the high freight 
rates charged. This seems absurd. It 
makes the mistake of placing the cart 
before the horse. 

It should be clear to every one who 
has followed economic conditions through- 
out the world in the past twenty-four 
months that the causes of depression were 
much more deeply rooted. Furthermore, 
freight rates never soared to the levels 
commodity prices did; and when the 
crash in commodity prices came and 
freight rates remained practically un- 
changed, it was illogical to cite the rates 
as the cause of depression or the obstacle 
to a return of prosperity. Such reason- 
ing might have been all right if an im- 
mediate reduction in rates could have 
possibly stimulated or changed the real 
status of the industrial situation in gen- 
eral. But to place any of the blame for 
the protraction of the 1921 depression on 
freight rates is a misconception. 

o 


No one will deny that in order to 
stabilize conditions on a lower price 
level the railroads must do their share 
by reducing freight rates. This has been 
done on a large scale within the past 
sixty days, and the roads have thus laid 
the foundation for what will prove to be 
a big aid to business in 1922. 

Let the writer make himself clear on 
this point—Reduced freight rates will 
not bring about a revival in business, 
but they will be an important cog in 
the wheel in making a greatly increased 
volume of traffic possible. 


Lower Operating Costs 


Without a substantial reduction in the 
cost of operation a reduction in freight 
rates would be an impossible accomplish- 
ment, and without lower operating costs 
any increase in. the volume of traffic han- 
dled would be wasted and would result in 
very much the same performance as in 
1920. An all-important question there- 
fore is “How will the 1922 cost of oper- 
ation compare with that of 1920 and 
1921?” 

In the final analysis, it is the cost fac- 
tor which will probably determine how 
good or how poor a year 1922 is going 
to be. In the early part of this review 
the difficulties which beset the roads in 
1920 were mentioned. The following 
changes in operating conditions since 1920 
have already taken place: 


. Government control has been terminated. 
Cost of bituminous coal has dropped about 


Cost of materials and supplies have de 
clined anywhere from 30% to 50%. 


5. Wages were cut om an average of 124% 
on The National Working Agreements have 
been considerably modified. 
and the following further developments 
are pending which will further reduce the 
cost of operation : 

1. A further reduction in wages of between 

2 Further radical changes in the worki 
rules of employees as instituted by the Nati 
Agreements. 

The changes made by the United States 
Labor Board in working conditions affect 
some 450,000 men now employed in the 
shop crafts, Without going into detail 
as to what these changes were, what they 
will accomplish, generally speaking, is a 
discontinuance of the onerous rules which 
piled up the labor bills for the roads 
without giving anything like the compen- 
sation which should have resulted. 

It is estimated that these changes will 
result in a saving of between $40,000,000 
and $50,000,000 in the coming year, and 
that further changes in other branches of 
railroad work will more than double this 
saving. 


Conclusion 
On the whole the outlook is very 
bright for the coming year. The roads 


have passed through the worst and now 
face what will undoubtedly be the best 
year they have had since 1917, In the 
coming year the writer believes sound 
dividend paying railroad securities will 
sell materially higher, and some of the 
non-dividend paying rails will enter the 
dividend paying class. 

Railroad. securities on the whole are 
not far from the bottom, and should be 
purchased and held for considerably 
higher prices. 


A Criticism of the Oldham Plan 


How It Differs from Former Proposals 


Editor’s Note:—An independent plan for rail- 
road consolidation, prepared by Mr. John F. 
Oldham, and presented at the recent Invest- 


N an article on Railroad Consoli- 
I dations in the October 15th issue 

of THE MacaziIne or WALL STREET, 
Mr. Neumark pointed out that this 
plan, if properly carried out, instead of 
weakening the strong roads by linking 
them up with the weaker ones would 
strengthen them and, to an even greater 
degree, would strengthen the so-called 
“weak” roads. In this article the writer 
also laid special stress on the existing 
conditions which resulted in roads be- 
ing constituted as “weak,” chief among 
them being over-capitalization and the 
provisions in the Transportation Act of 
1920, which would only permit con- 
solidation on the basis of actual value 
of the property as determined by the 
1.C.C. These factors also formed the 
basis of Mr. Oldham’s introductory re- 
marks in his plan of Railroad Consoli- 
dation. It is extremely interesting to 
note Mr. Oldham’s remarks on these 
important points and we therefore 
quote him in part: 
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Mr. Oldham’s Views 

“Much of the opposition,” says Mr. 
Oldham, “to consolidations has been 
and will continue to be based on the 
theory that their purpose is to 
strengthen the ‘weak’ by weakening the 
‘strong’ roads and that the credit of 
the ‘strong’ roads will thereby be im- 
paired. If this result is to follow, it 
goes without saying that voluntary 
consolidations in a large way will never 
take place. 

“This conception of the problem, 
however, proceeds largely on the 
assumption that the ‘weak’ roads gen- 
erally are less favorably situated. It 
does not take into account the fact that 
approximately 25% of the country’s 
traffic is handled by systems which are 
‘weak’ only in their capitalization, but 
are similar to the ‘strong’ roads both 
in operating conditions and in favor- 
ableness of location, and, if similarly 
capitalized, would have similar financial 
strength. 

“The contention that the credit of the 
so-called ‘strong’ roads will be im- 
paired by merging with the ‘weak’ roads 
insofar as it applies to such systems as 
are here referred to, can be upheld only 
on the theory that the amount of exist- 
ing capitalization rather than property 


value, is to be the controlling factor in 
determining the basis of consolidation, 
and that adjustment of capitalization to 
conform to property value is not to be 
made at the time or before consolida- 
tions take place. Such readjustments, 
however, are required by the provision 
of the Transportation Act which stipu- 
lates that ‘the bonds at par of a cor- 
poration which is to become the owner 
of the consolidated properties, together 
with the outstanding capital stock at 
par of such corporation, shall not ex- 
ceed the value of the consolidated 
properties as determined by the Com- 
mission.’ Thus in the process of con- 
solidation over-capitalization will be 
eliminated wherever it is found.” 

Referring in greater detail to the un- 
sound financial structure of some of the 
carriers as the basis for the term 
“weak” to these roads, Mr. Oldham 
emphasizes some very important points. 
He says in part: 

“* * * were both groups of roads 
(referring to the strong roads and the 
weak) capitalized on the basis of their 
gross earnings, there would be but 
little difference in the rate of return 
earned on the capitalization of either 
group—the average road in either 

(Continued on page 290.) 
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Colorado & Southern 





Switching Into Income 


How Holders of St. Paul and B. & O. Common, Non-Dividend Payers, Can Improve their Posi- 
tion—Colorado-Southern’s Prospects 


NHE Colorado & Southern Ry. Co. is 
‘| a subsidiary of the Chicago, Burling- 
ton & Quincy R.R., the latter road 
owning about $23,657,000 of a total of 
$31,000,000 common stock outstanding, $1,- 
130,000 of the $8,500,000 Ist preferred and 
$6,078,700 of the $8,500,000 2nd preferred 
stock outstanding. The dividend policy of 
the parent company has been extremely 
conservative as far as the Colorado & 
Southern js concerned. The earnings of this 
company for the past six years have re- 
sulted in substantial balances over pre- 
ferred dividends and in every year these 
earnings have been put back into the 
property. This policy has, of course, 
greatly strengthened the position of the 
road and enabled it to sustain dividends 
which were recently resumed just so 
much the more easily. The fact that this 
dividend .resumption occurred at a time 
when the parent company was in need of 
as much cash as it could lay hands on to 
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help the Northern Pacific and Great 
Northern roads meet the regular quar- 
terly dividends undoubtedly indicates that 
this emergency had a great deal to do 
with the decision. Regardless of what 
the reason for the declaration may have 
been, however, the purpose of this 
article is to show that Colorado & 
Southern has a better chance of con- 
tinuing dividend payments on the 
common than either Chicago, Mil- 
waukee & St. Paul or Baltimore & 
Ohio have of resuming dividends on 
their preferred and common stocks 
respectively, within the next year or so. 
Colorado & Southern’s Earning Record 

For the last ten years this road has 
earned sufficient, in all but two years, to 
show a large balance over preferred divi- 
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dends. ' Earnings for this entire period 
averaged $4.30 a share per annum on the 
common stock. The only dividend paid 
on this class of stock during this period 
was in 1912, when a disbursement of 1% 
was made. 

The earnings of the company have been 
particularly good in the last five years in 
spite of the tremendous increase in the 
cost of operation, For this period earu- 
ings have averaged about $6.35 a share 
on the common, and for the current year 
earnings are exceeding any previous year 
in the history of the company. The road 
will probably show a balance well over $9 
a share for the year. 

This substantial increase in earning 
power in recent years jis due, to a large 
extent, to very efficient management, 
which is characteristic of all Hill managed 
roads, and to the fact that in the entire 
ten-year period, while gross earnings of 
the road were rapidly increasing, fixed 
charges remained practically unchanged. 

The funded debt of the company is less 
to-day than it was ten years ago, a very 
unusual condition, 


Dividend Resumption 


On the first of this month Colorado 
& Southern, or, to be more exact, Chicagu, 
Burlington & Quincy authorized a $3 divi- 
dend on the common stock. Thus after 
remaining nine years in the non-dividend 
paying class the stock is brought back 
into the ranks of the elite, so to speak. 
The stock has not been placed on any 
regular dividend paying basis, the direc- 
tors merely voting to make this disburse- 
ment for the current year. 

Whether or not Colorado & Southern 
will continue to pay dividends is almost 
impossible to say. As far as the earn- 
ings are concerned there is little doubt 
in the writer’s mind as to the ability of 
the road to maintain an annual dividend 
of at least $3, but the question seems to 
rest entirely upon the desires of the 
parent company. In view of the fact that 
Burlington authorized a disbursement of 
close to $1,000,000 on the common stock 
of Colorado & Southern at a time when 
its own treasury had already been draired 
of almost $28,300,000 in excess of its usual 
annual dividend disbursements in order 
to permit its parent companies, the Great 
Northern and Northern Pacific, to main- 
tain their regular 7% dividends on the 
preferred and common stocks would seem 
to indicate that the action of the directors 
was prompted by the belief that Colorado 
& Southern should be made to bear some 
of the burden. Whether or not the 
directors will decide to continue this dis- 
bursement when it no longer becomes 
necessary for the latter roads to lean on 
Burlington for support, is highly prob- 
lematical. 

The important consideration for the 
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present, however, seems to be that the 
rcad has fully demonstrated its right to 
be placed on a regular dividend paying 
basis. Colorado & Southern therefore 
has the distinct advantage over Chicago, 
Milwaukee & St. Paul and Baltimore & 
Ohio of being in a position to continue 
dividend payments on the common 
whereas the possibilities for dividend 
resumption on St. Paul preferred and 
B. & O. common seems to be decidedly 
remote. 
Financial Position 


Consolidating the balance sheets of the 
Colorado & Southern and its subsidiaries 
the Fort Worth & Denver City Ry. and 
the Wichita Valley Railway we find that 
the company had a working capital of 
$6,700,000, of which $3,900,000, or 58%, 
was in cash, and another $500,000 in in- 
terest and dividends receivable on Decem- 
ber 31, 1920. Current liabilities consisted 
chiefly of audited accounts and wages pay- 
able and taxes. The Government has not 
yet made a final settlement with the road 
for the balance of compensation due from 
Federal operation. This settlement should 
be effected before long and will materially 
strengthen the road’s financial position. 


St. Paul’s Plight 


The writer has pointed out in previous 
issues of THE MAGAZINE OF WALL STREET 
the doubtful position of the St. Paul sys- 
tem and the extremely remote chances of 
that road’s resuming dividends on the pre- 





ST PAWL 


PREFERRED 


_ 


— 


S) 
wm 
¢ 
4 

ee 
cy 
Vv 
c 

a. 


a 
o 


. 1910 11 12 43 14-15 46 17 18 19 
* TO DEC 151. 





ferred stock, if at all with the present 
exceedingly heavy capitalization. St. Paul 
has suffered tremendously from the drastic 
decline in the volume of copper, grain 
and lumber carried, but the chief trouble 
is the road’s inability to obtain a suffi- 
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ciently heavy volume of traffic per mile of 
road operated. This is due to conditions 
existing in the undeveloped Northwest. 
St. Paul is very heavily capitalized per 
mile of road and in order to operate at a 
profit the road must handle a large volume 
of traffic per mile of operation. 

The chief drain in the St. Paul system 
seems to be on its lines west of the Mon- 
tana-North Dakota state line. This exten- 
sion to the system will eventually prove of 
material benefit to the road, but for the 
present and for some time to come it will 
undoubtedly prove unprofitable because of 
the sparseness of the territory through 
which the lines extend, and lack of feed- 
ers. These factors more than offset the 
advantages obtained by a direct line to the 
Pacific Coast. 

Over-expansion seems to be exacting 
its toll now and St. Paul is having a 
difficult task. The road’s annual fixed 
charges now run close to $20,000,000 per 
annum as compared with about $9,000,000 
ten years ago, an increase of over 122%. 
In the last five years St. Paul’s earnings 
have dropped to the vanishing point. In 
1917 the road paid what proved to be its 
last dividends to date, on both common 
and preferred stocks, and in order to make 
these payments had to dip into surplus 
quite heavily, The Government Guarantee 
in the succeeding years proved to be a 
life-saver for the road, but since the ter- 
mination of Federal Control it has been 
losing money, For the first seven months 
of this year St. Paul’s operating deficit 
amounted to about $1,800,000. 

In the last three months, to be sure, 
there has been a considerable improve- 
ment in earnings, due primarily to a heavi- 
er grain movement. Net earnings for the 
three months, August, September and 
October averaged about $2,000,000 per 
month, But even should this improve- 
ment continue for the balance of the year 
St. Paul would still fall short of covering 
its fixed charges by about $13,500,000. 

On December 31, 1920, the road had 
current liabilities in excess of current as- 
sets to the extent of about $10,000,000 
It seems certain that the road’s financial 
position has not improved any from op- 
erations this year, in fact should be con- 
siderably worse at the present time as a 
result of the shortage between this year’s 
earnings and expenditures for interest 
and rentals. President Byram states that 
the road will be able to meet its January 
interest charges. This would seem to in- 
dicate that St, Paul has been borrowing 
money again. Then there is the Govern- 
ment loan which matures on March 1, 
1922, amounting to $25,000,000 and carry- 
ing interest at 6% per annum. It is 
doubtful whether St. Paul will be able 
to fund this loan at a satisfactory rate of 
interest at the present time and this means 
that the Government will have to carry 
the road for at least another year. 

The possibilities for any dividend on the 
preferred stock in the coming year seems 
too remote to even justify consideration. 
No matter what the improvement in earn- 
ings in the coming year may be the road 
will have its hands full in straightening 
out its tangled financial affairs and restor- 
ing some vestige of the credit rating it 
once had. 

In switching, therefore, from St. 
Paul preferred, selling around $33 a 
share and paying nothing, to Colorado 
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& Southern common, selling around 
$42 a share and paying probably $3 per 
annum, the investor has everything to 
gain and nothing to lose. The present 
market stamps the difference in value 
of the two stocks at $9 per share but 
in the course of the coming year this 
difference will undoubtedly be de- 
cidedly more marked in favor of the 
Colorado & Southern stock. 


The Outlook for Baltimore & Ohio 


Common 


A switch from Baltimore & Ohio com- 
mon into Colorado & Southern common 
is not nearly so desirable as a switch 
from St. Paul preferred to Colorado & 
Southern common. There is absolutely nu 
parallel between Baltimore & Ohio and 
Chicago, Milwaukee & St. Paul at the 
present time, the former being in such 
infinitely better condition and having such 
brighter prospects than the latter, Never- 
theless, Coloradd & Southern appears to 
be a better speculation at present prices 
than Baltimore & Ohio. 

The Baltimore & Ohio system has en- 
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joyed a very rapid come-back from the 
drastic set-back it received during the 
period of Federal Control. The road had 
many problems to contend with that were 
not common to other carriers. Coal was 
one of the most valued and important 
commodities carried during 1918 and 1919 
and the restrictions placed on this com- 
modity by the Government handicapped 
the road considerably, The Government 
regulated the routing of coal and this 
resulted in a great deal of traffic normally 
moved over this road being diverted to 
competing roads. In addition to this, free 
movement of coal was restricted because 
shortages existed in certain quarters while 
others were more adequately supplied. 
This diversion of traffic played havoc 
with the operations of the road. Effi- 
cient and economical management became 
almost an impossibility and this in con- 
junction with the rapid rise in operating 
costs brought B. & O’s expense account 
out of all proportion to its income. Balti- 
more & Ohio has been slow in recovering 
from these set-backs and it has only been 
in the recent months that the road has 
begun to show a return of its old time 
earning power. Earnings for the last 


four months have averaged about $2,500,- 


000 per month. July Ist to October 31st 
is normally the period of heaviest freight 
movement for B. & O., and on the basis 
of present fixed charges the road would 
have to earn at the rate of about $2,850,- 
000 per month for these four months in 
order to earn’ sufficient to just cover the 
annual fixed charges and. preferred divi- 
dend requirements, which amount to about 
$23,500,000. This calculation is based on 
the assumption that these four months 
account for 48.4% of the entire year’s net 
operating income, which condition nor- 
mally obtains. 

In the period from July Ist to October 
3lst in the current year net operating 
income amounted to $11,000,000, or at the 
rate of about $2,750,000 per month. B, & 
O’s earnings in this period therefore were 
at an annual rate just about sufficient to 
take care of preferred dividends. Earn- 
ings for the first ten months of this year 
were at an annual rate of about 33c a 
share on the common stock. 

This is certainly a very satisfactory 
showing under the conditions that existed 
this year and augurs well for the future, 
but the important point to bear in mind 
is that Baltimore & Ohio’s fixed obligations 
are considerably heavier to-day than they 
were in the pre-war period and the road 
has yet to demonstrate whether or not 
ii will be able to cover these increased 
charges and have a large enough balance 
left over to resume dividends on the 
common stock, 


Increase in Fixed Charges 


There was a substantial increase in 
the funded debt of the company in the 
year 1916. Interest charges in that year 
increased about $3,000,000 and have been 
increasing steadily ever since. On June 
30th, 1913 the total outstanding funded 
debt of the company amounted to $358,- 
400,000 and to-day stands at $488,174,976, 
exclusive of $20,600,781 of guaranteed 
bonds. The annual interest charges in 
1913 amounted to about $13,800,000; to- 
day they amount to about $19,500,000. 
This increase in annual interest charges 
amounts to about $3.75 a share on the 
common stock, or about 50% of the largest 
balance ever earned on this class of se- 
curity. On the basis of the present fixed 
charges Baltimore & Ohio’s earnings in 
1916 and 1917, two years of railroad 
prosperity, would have been equivalent to 
about $5 and $3, respectively, per share 
of common stock. 

The earnings of the company from 
1917 to 1920 inclusive are of no value a» 
a guide to what the road may normally 
be expected to do in the coming years. In 
other words, Baltimore & Ohio has yet 
to demonstrate what it will be able to 
earn on the common stock after allowing 
for its increased obligations, The results 
of operation for the current year indicate 
that when further economies are effected 
and the volume of traffic becomes more 
normal the road will undoubtedly be able 
to earn something on the common stock, 
but it is quite doubtful whether it could 
earn sufficient regularly to warrant a dis- 
bursement as large as that of Colorado & 
Southern’s. 


C. & S. for B. & O. 


The desirability of a switch from Col- 
(Continued on page 287.) 
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A Giant Temporarily Crippled 


Sears, Roebuck Set Back by Price Dropping—Slowly Working Its Way Out 


HE mail-order business cannot yet 

be said to be out of the woods. 

Farmers are still economizing to 
the absolute limit; the farm community 
supplies the bulk of the mail order 
business; until the farmers recover their 
financial poise, mail order sales will 
continue comparatively small. 

The country’s great mail order 
houses have gone through a very try- 
ing period. They have had to contend 
with an unexpected decline in mer- 
chandise prices. They have had to do 
considerable financing, of various sorts. 
They have had to carry large inven- 
tories. 

However, the dark side of the pic- 
ture is not the only side to look at. 

The mail order business is well es- 
tablished and essentially sound. Under 
normal conditions—and when the farm- 
ing community is not prostrate—gross 
business done here is very large and 
profits correspondingly good. 

From a security point of view, the 
conclusion seems to be that, pending 
more thorough readjustment, mail 
order stocks are not likely to move up 
in the near future; but that, over a 
period of years, they should work out 
of their present rut and be re-estab- 
lished as good investments. 


Sears, Roebuck 


The outstanding fact about Sears- 
Roebuck finances is that the total 
funded and floating debt of the com- 
pany has increased $100,000,000 roughly 
in the past two years. This increase is 
equivalent to 125% on the outstanding 
capitalization as it stood at the begin- 
ning of 1920. These figures tell the 
story of the setback the company re- 
ceived in the industrial battle of 1920- 
1921. 

A vitally significant point is that 
while the total debt, funded and float- 
ing, including both classes of stock, is 
now about $193,000,000 against a total of 
these items of about $93,000,000 at the 
beginning of 1920, sales this year will 
probably not amount to as much as 
$200,000,000 against $254,000,000 in 1920. 
At the same time, owing to the drop in 
prices, the margin of profit has been 
cut deeply so that, regarded broadly, 
the company can hardly be said to be 
in as good a financial position as at the 
beginning of 1920. 

The Underlying Reason 

The underlying reason for this 
change in the company’s financial posi- 
tion is to be found in the inventory 
account. At the end of 1920 inventories 
stood at $105,000,000, or by far the 


250 


highest figure in the history of the 
company. The nearest to it was an 
‘inventory figure of $47,500,000 at the 
end of 1918. 

Since last January the company has 
made some good progress with regard 
to liquidating its inventories. By the 
end of last June it had brought down 
this figure from $105,000,000 to $80,- 
000,000. Despite the rather: unfavor- 
able conditions under which the com- 
pany is now operating, it may be pre- 
sumed that year-end figures will show 
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inventories still further reduced. How- 
ever, even with this improvement, the 
inventory account as carried forward 
into the new year will probably be con- 
siderably above the usual amount. 

In a word, the Sears-Roebuck situa- 
tion seems to be this: the company has 
tied up its capital and has borrowed 
from the banks in order to carry an 
unusually large amount of goods. 
Were there a possibility of an advanc- 
ing market in retail merchandise next 
year, the company might, within a com- 
paratively short time, emerge from its 
present hampered position. However, 
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the facts do not support such a con- 
clusion. It is doubtful that the aver- 
age prices now being received by the 
company will be greatly exceeded next 
year; therefore the margin of profit is 
likely to be considerably under normal 
for some time yet. 


Why Dividend Was Passed 


In March, 1921, owing to the fall in 
prices and the decline in agricultural 
purchasing power, the company’s earn- 
ings declined at such a rate that it was 
decided to omit the common dividend. 
Dividends had been paid regularly 
since 1909, and the action of the direc- 
tors in omitting the regular disburse- 
ment indicated the position in which 
the company found itself. During the 
first six months of this year the com- 
pany made the worst showing in its 
history and piled up a large deficit. 

At the same time, it had to contend 
with a serial note issue, brought out in 
October, 1920. This issue amounted 
to $50,000,000, carrying a coupon rate 
of 7%. These notes are in three series, 
the first of $16,500,000 having fallen 
due October 1, 1921, the second of the 
same amount due October 1, 1922, and 
the third of $17,000,000 due October 5, 
1923. It is the writer’s understanding 
that through short-term borrowing, the 
company was able to meet the first 
instalment on these notes, leaving $33,- 
500,000 still due. However, it is noted 
that the first instalment, at least the 
major part of it, was not paid out 
of earnings but through bank borrow- 
ings. In other words, although the 
company changed the character of its 
debt it did not abolish it. 

In this writer’s view, at least, the 
company’s outstanding notes and bank 
loans constitute the chief obstacle it 
will have to overcome. Certainly the 
liquidation of these obligations will be 
no simple matter so long as present 
business conditions continue. Payment 
of these notes involves further liquida- 
tion of inventories and while the com- 
pany is making progress in this respect, 
the rate is too slow to permit complete 
liquidation at least for some time. 


Offsetting Features 


It should not be assumed from the 
foregoing that the management is sit- 
ting idly by waiting for prosperity to 
come. Whatever can be done is being 
done, especially along the lines of eco- 
nomical operation. The number of em- 
ployes has been reduced very materially 
without sacrifice of efficient operation, 
and it is understood that the company 

(Continued on page 293.) 
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Sears, Roebuck’s Nearest Competitor 


Montgomery Ward’s Outlook Clouded by Same Factors as Affect Bigger Concern — Stock 


competitor, Montgomery Ward 

& Co. has had to face a long and 
arduous period of adjustment to the 
new economic conditions. Last year, 
the company sustained a loss from 
operations of $7,855,278, and of this 
amount loss from inventory shrinkage 
was $5,174,434. 

During this period and thus far this 
year, mail order competition has been 
intense. Prices have been cut drastic- 
ally and in some instances with little 
regard for the loss entailed. Thus, 
Montgomery Ward announced reduc- 
tions last Spring of as high as 50% 
and more in wearing apparel and tex- 
tiles. Generally the policy of this com- 
pany has been to liquidate, to bring 


a Sears, Roebuck, its nearest 


down the inventory figure to some- 
thing approximating normal. Like 
Sears, Roebuck,. this company suffers 


from a too-high inventory in order to 
support which it had to go out after 
money. 

A Huge Business 

Montgomery Ward has built up a 
huge business. But the conditions 
under which’it was possible to build 
up this business have greatly changed. 
Conditions today are more nearly like 
those of pre-war times and _ while, 
broadly speaking, the volume of sales 
during the past few years has been 
advancing, the margin of profit has de- 
clined, as evidenced by last year’s re- 
sults and the probable results for this 
year. Under the circumstances, with 
prices unsettled and with the rural 
population holding tightly to its purse- 
strings, the company’s margin of profit 
seems likely to be small for a very 
considerable period. 

In this connection, it is well worth 
while to examine the company’s finan- 
cial structure. There are some favor- 
able points and others not so favor- 
able. For example, the company has 
no funded debt, except for the com- 
paratively small issue of $900,000 6% 
bonds of its warehouse subsidiary, the 
Montgomery Ward Warehouse Corp. 
Its preferred stock issue is also com- 
paratively small, amounting to $8,000,- 
000 outstanding, out of a total author- 
ized issue of $10,000,000. This issue 
pays 7% and consequently only $560,- 
000 dividends annually are required, 
which under normal conditions can 
easily be met by the company. 

Several weeks ago, however, the com- 
pany was compelled to suspend dividends 
on this issue. Under present unfavor- 
able conditions in the mail-order business 
this dividend could not be met, which re- 
sulted in the drastic action of the direc- 
tors. Resteration of disbursements on 
this issue, of course, depends on resump- 
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Attractive Only for Long Pull 


tion of normal conditions in the: industry. 
It is entirely unlikely that the results for 
the next few months will be sufficient to 
permit. the restoration of dividends. 
However, conditions should eventually 
improve and considering the relatively 
small amount required for dividends on 
this issue, it should ultimately find its 
way back to the income-producing class. 

Following the preferred stock, there 
is an issue of 205,000 shares of class 
“A” stock, which is cumuiative up to 
$7 a share. This issue no longer pays 
dividends, the dividend having been 
passed January, 1921. It will be no- 
ticed, however, that were the full rate 
of payment maintained on both classes 
of stock—preferred and class “A”—the 
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annual requirements would amount to 
about $2,000,000. 

To continue further. Following the 
class “A” stock there is an issue of 
95,000 shares of class “B” stock. This 
class “B” stock is to get three times 
as much dividends as any dividend de- 
clared on the common stock, of which 
there are 856,251 shares outstanding, 
so that in effect the 95,000 shares of 
class “B” stock are equivalent to 285,- 
000 shares of common stock, which 
would make the total outstanding 
amount of common stock equivalent to 
1,141,251 shares. The class “B” stock 
is exchangeable into common stock on 
the basis of 3 shares of common for 
1 share of class “B” stock. 


Earnings for Dividends 
The point of all this discussion is 
that if dividend of only $1 a share were 


to be paid on the common stock, it 
would involve payment of $1,141,251 


annually. Adding this amount to the 
$2,000,000 required for the preferred 
and class “A” stock, the company 
would have to earn annually at least 
$3,141,251. 

Examination of the earnings record 
will show whether the company may 
be expected to turn in such earnings 
under normal conditions. In the period 
1916-1919, inclusive, it averaged earn- 
ings of $4,250,000 approximately, which 
would have covered the $1 dividend 
requirement on the common stock by 
a comfortable margin. However, in 
the period 1913-1915, inclusive, it earned 
on the average only $2,000,000 annually 
or only enough to pay dividends on 
the preferred and class “A” stock. In- 
asmuch as present conditions and 
those likely to materialize in the next 
year or two are more nearly compar- 
able to those of the 1913-1915 period 
than to the 1916-1919 period, it will be 
seen that the probabilities of the com- 
pany being able to earn sufficient to 
pay dividend on its senior capital obli- 
gations as well as on the common 
stock at the assumed rate of (1 a share 
are not very strong. 

Frankly, it is the opinion of the 
writer that the company is over-capi- 
talized in relation to the probable busi- 
ness and profits during the next year 
or two. In a word, it is necessary for 
the company to grow up to its large 
capitalization. 

In one respect Montgomery Ward 
appears to be in a better position than 
Sears, Roebuck, and that is in respect 
to the character of its financial struc- 
ture. Whereas Sears, Roebuck has a 
large amount in funded debt—even 
though of short-term—Montgomery 
Ward has practically none. And, 
again, whereas the larger company is 
struggling under the handicap of very 
large bank loans, Montgomery Ward 
has a comparatively small figure, al- 
though this too is the largest in the 
history of the company. Still, it seems 
that Montgomery Ward is closer to 
reaching a liquid position than the 
leading interest in the field. 

On the other hand, the amount of 
common stock outstanding is large. 
Under present conditions, no earning 
power can be expected for this issue 
and it seems very much of a question 
whether an earning power sufficient 
to warrant dividend payments can ma- 
terialize for a long period. The pres- 
ent price of the stock around 14 seems 
to reflect this prospect. 

Under the circumstances there is 
nothing immediately attractive about 
this issue, although as a long-distance 
speculative investment it may turn out 
well. 
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National Cloak & Suit Co. 








The Third Largest Mail Order House 


In Position to Advantage from Low-Priced Goods—Comparatively Good Outlook 


HE National Cloak & Suit Company 
is the third largest mail order house 
in the country, but its business is in 

a more limited field than that of either 
Sears, Roebuck or Montgomery Ward. 
The latter two deal in general merchan- 
dise but National Cloak & Suit as the 
name implies deals principally in wearing 
apparel, It also retails graphophones and 
records manufactured by the Columbia 
Graphophone Company. 


Operated at Loss Last Year 


National Cloak & Suit offered no ex- 
ception to the general run of mail-order 
houses and last year for the first time 
in its thirty years of history operated 
at a loss. After paying out dividends on 
both preferred and common stocks last 
year the company showed a loss of nearly 
$2,000,000. 

Owing to the unsettled conditions under 
which the company operated last year the 
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dividend on the common stock was passed 
October, 1920. For the first half of the 
year, the obstacles confronting the company 
were formidable though no more so than 
those which confronted other concerns in 
the same field and it is hardly likely that 
a profit was shown. There has been some 
improvement during the latter half of the 
year, but considering the fall in prices, 
it is likely, after inventories are written 
off, that a loss will be shown for the 
full year. 
Earnings 

The company has generally shown a 
very fair earning power and in the five- 
year period 1915-1919 returned an aver- 
age of over 10% on the common stock. 
In 1920, however, as stated above there 
was a deficit after dividends of nearly 
$2,000,000 and this year the company will 
probably show another deficit. 

In one respect the company makes a 
favorable comparison with. either Sears, 
Roebuck or Montgomery Ward and that 
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is with regard to its inventories. In the 
fall of 1920 this item stood at $12,000,000 
but by the end of the first half of 1921 
had beén reduced by approximately 50%. 
Since then further progress has been made 
and the company is now in a position to 
take advantage of. the low-priced goods 
which are now obtainable. 

Last year the company opened its new 
Kansas City plant and it is believed that 
operations from this plant will result in 
materially increasing the company’s busi- 
ness and profits. In order to increase 
working capital necessitated by the open- 
ing of this large plant, the company 
ordered the issue of $5,000,000 10-year 8% 
notes. 

The addition of these notes to the 
capitalization of the company, while ren- 
dered necessary by surrounding conditions, 
is, of course, a disadvantage so far as 
common shareholders are concerned. On 
the average, including interest and sink- 
ing fund requirements this issue of notes 
will consume about $500,000 annually of 


the company’s earnings or an equivalent 
of about $4 a share on the 120,000 shares 
of outstanding common stock. This fac- 
tor, in addition to the outlook for prob- 
ably a year or two of relatively poor 
business, should contrive to postpone the 
restoration of the common stock to a 
dividend paying basis. 
Conclusion 

The common stock is selling at about 
27 representing a decline of over 50 points 
from the highest price of 1920. Consider- 
ing the poor outlook for dividends, this 
issue is not particularly attractive except 
as a very long-range speculative invest- 
ment. The preferred stock which is 
quoted at about 70 pays $7 a share and 
yields 10%. As indicated by this high 
yield, the dividend does not appear secure. 
However, there is only a relatively small 
amount required annually for payment on 
the 41,800 shares of outstanding stock and 
except in the event of unduly prolonged 
depression, it is possible that dividends 
will be continued. 


Republic Motor Truck 


Why Its Future Is Obscure—Investment Aspects of Common 
Stock 


HE finances of the Republic Motor 

Truck Co. are so involved that it is 
difficult to see why the common stock of 
this company should be regarded attractive 
either as an investment or speculation. 
The company’s $2,500,000 serial 7% notes 
are in default, the first installment which 
fell due Nov. 1, 1921, being in default as 
to principal to the amount of $500,000, 
and the second and third installment due 
Nov. 1, 1922 and Nov. 1, 1923 respective- 
ly, to the amount of $1,000,000 apiece, are 
in default as to interest. 

Arrangements were completed last 
month for the deposit and extension of 
these notes, including the preferred and 
common stocks of the company. The in- 
terest rate on the defaulted bonds was 
raised to 8% in lieu of the 7% coupon 
rate previously prevailing and the com- 
pany together with the responsible bank- 
ing interests are exerting every means to 
bring financial affairs of the company to 
a more satisfactory state. 


Future of Common Stock 


Considering the natural unsettlement 
which is caused by the new financing 
measures, the outlook for the common 
stock is rather obscure. This stock has 
declined this year from a price of about 
24 to around the current level of 6. The 
downward movement, of course, was oc- 
casioned by the unfavorable developments 
with regard to. the company’s finances. 

The outlook for the company is depend- 
ent on a revival of the motor truck in- 
dustry. The company makes a good 
product and its new model should provide 
a considerable amount of business. How- 


ever, present conditions are unfavorable 
and the outlook is none too certain. In 
the meantime, it is difficult to say what 
further action may have to be taken. 

Without desiring to take too pessimistic 
a viewpoint, nevertheless it is apparent 
that a company in the position of Re- 
public Motor Truck might be compelled, 
through circumstances, to go through 
financial realignment to the detriment of 
the junior shareholders. For this reason, 
to invest in this stock under present con- 
ditions would appear to be a rather un- 
wise step, especially in view of the fact 
that there are other issues at the same or 
lower price which have a clearer outlook: 

Republic Motor Truck preferred is a 
very small issue, there being only $836,- 
200 outstanding. The balance sheet as of 
December 30th, 1920, showed current as- 
sets of $5,600,000 against current liabili- 
ties of $1,900,000. Funded debt of the 
company is $2,591,162. As stated above, 
the company defaulted on November Ist 
the interest on its bonds and notes. The 
formulated plan contemplates a 5-year ex- 
tension of the $2,500,000 7% notes out- 
standing of which $500,000 were due 
November Ist; the company to increase 
interest rates to 8% and to redeem an- 
nually $300,000 notes beginning November 
Ist, 1923. Bank creditors it is under- 
stood have consented to the use of suffi- 
cient cash to permit payment of Novem- 
ber Ist coupons of noteholders consent- 
ing to the extension. Time for deposit of 
securities under the plan is announced to 
expire Dec. 31. If the plan works out, as 
expected, the preferred shareholders may 
fare comparatively well. 
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White Motor Co. 





One of the Strongest Motor Concerns 


. Company Had an Excellent Record During 1921 


HE White Motor Company has the 

unusual distinction this year 

among manufacturers of commer- 
cial vehicles of having been able to 
make a very handsome showing. Un- 
like several other companies in this 
field which have suffered greatly under 
the generally adverse business condi- 
tions and which are still struggling 
under a heavy financial load, White 
Motors has been able to score con- 
siderable progress, has attained a 
highly liquid position and has even 
managed to go on paying the regular 
dividends on its capital stock. 


A Sagacious Management 


The White management is remark- 
able for its sagacity. Even in one who 
has been accustomed to analyze finan- 
cial statements of industrial companies 
and their business policies for many 
years, the methods of this compact con- 
cern arouse great admiration. 

There are two principal reasons for 
the continued success of White Motors 
during the recent trying and difficult 
period. One is the quality of its prod- 
uct which is very highly regarded by 
the trade, and the other is the fact that, 
during the war, the company refused 
to take advantage of the generally in- 
flated price structure and only mod- 
erately increased the price of its trucks 
over the 1914 level. The net result of 
this intelligent and far-sighted policy 
has been to throw a great amount of 
business to the company which would 
otherwise have gone to other manu- 
facturers. 


Satisfactory 1921 Operations 


Last Spring, White made an average 
reduction of 10% in the price of its 
trucks so that prices are now almost 
down to the 1914 level. On this basis, 
sales have been stimulated and in 
October, orders flowed in at a rate in 
excess of any previous month this year 
Since July the tendency of sales has 
been upward. Thus, August sales were 
10% better than those in July. Sep- 
tember sales were 8% in excess of 
August, and, as stated, October sales 
were the largest in the year. Condi- 
tions currently are satisfactory, and the 
outlook is that the company will enter 
1922 with a large amount of unfilled 
orders. 

From a financial viewpoint, also the 
company has made considerable prog- 
ress. Bank loans and notes payable 
have been reduced from last April's 
figure of $8,750,000 to $4,600,000. At 
the same time about $2,400,000 cash 
has been amassed, which assures the 
liquid position of the company’s fi- 
nances. Inventories may be said to still 
be a little too large, but a considerable 
portion thereof represents “finished 
product” and so with sales outrunning 
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production, the probabilities are that 
the inventory item will undergo a ma- 
terial reduction within the next few 
months. 

In any case, the financial position of 
the company is sound. 


Earnings Ample for Dividends 


Judging from the attached table, 
earnings of the White Motor Co. have 
shown a tendency to decline. How- 
ever, it should be noticed that the 
amount of outstanding capital stock has 
increased. Hence, the decline in earn- 
ings is more apparent than real. 

In 1916 when earnings amounted to 
$13.66 a share there were only 320,000 
shares of capital stock (fifty dollars 
par value) outstanding. In 1920, how- 
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earnings had dropped to 
share, the amount of capital 
outstanding had increased to 
500,000. On the basis of the old capi- 
talization White Motors would have 
earned about $8 a share last year. 
White pays dividends of $4.00 a share 
on its common stock and since there is 
no funded debt or preferred stock, this 
dividend, on the basis of current earn- 
ings, appears secure. It seems safe to 
assume, at any rate, that the directors, 
who are a notedly conservative body, 


ever, when 
$4.82 a 


shares 





ean excellent feature. 





would not have continued the dividend 
unless in their opinion conditions war- 
ranted such action. 
WHITE MOTORS EARNINGS. | 
Amount | 
| Shares earned Dividends | 
| outstdg. per share paid 
1916 320,000 $13.88 $3.62% 
1917 320,000 11.88 4.00 
1918 320,000 8.38 4,00 
1919 400,000 11,47 4.00 
1920 ... 500,000 4.82 4.00 
1921 ... 500,000 ° 4.00 
*No report available. 














Progressive Operating and Plant Methods 


One of the features in connection 
with the business policy of the White 
Motors Co. is its admirable treatment 
of its employees. The company has not 
only installed such conveniences for 
them as a library, gymnasium, lunch 
room and stores where goods are of- 
fered at low prices, but wages have 
been kept at the highest possible levels. 
The result of this policy has been to 
greatly increase the productive capac- 
ity per man. Since 1914, the company’s 
labor efficiency has increased over 
150%. It has been this achievement, 
coupled with the great skill and effi- 
ciency of the management and sales 
force, that made it possible to keep 
prices comparatively low and volume 
of sales comparatively high. 

Another feature which has facilitated 
economical operation has been the dis- 
posal of expensive show-rooms. The 
company is now using only strictly 
utilitarian buildings at strategic points. 


While the motor truck industry, as a 
whole, has been subject to a very 
drastic period of adjustment in 1921, 


it is not unconservative to predict that 
conditions will improve at least moder 
ately during next year. The motor- 
truck has demonstrated its commercial 
efficiency and it may be assumed that 
with the improvement in general busi- 
ness conditions which is already on the 
way, this industry will be favorably 
effected. White Motors, which is one 
of the most important companies in the 
business, will no doubt get a good 
share of this additional trade 


Stock Attractive 


The stock is quoted at around 40 
with a yield of 10% based on the an- 
nual $4 dividends. Neither the outlook 
for the company nor its present finan- 
cial position warrants such a low price. 
Last year, White Motors sold as high 
as 69 and this year declined to a record 
low price of 29. At its price of 40, 
only a moderate recovery from the low 
price has been effected. 

The company’s simple financial struc- 
ture, with no bonds or preferred stock 
outstanding and with the only capital 
obligation in the form of the 500,000 
outstanding shares of capital stock is 
Everything about 
the company, including the popularity 
of its product, the skill of its manage- 
ment and working force, its strong 
financial position and the outlook for 
its business leads to a wholly favorable 
conclusion. 

The stock has paid dividends regu- 
larly for the past six years and the 
probabilities are that this record will 
be continued. Compared with many 
other securities at the same price or 
higher, this issue is decidedly attractive 
and deserves confidence. 
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What Are Today’s Bargains? 


Selected Lists of Promising Bonds and Common and Preferred Stocks—Why They Are “Cheap” 


IHE securities recommended herein 
have been carefully selected with 
particular reference to market 

possibilties during next year. While the 
list is a fairly long one it is by no means 
inclusive of all the more attractive securi- 
ties listed on the New York Stock Ex- 
change; still it is fairly representative 
and as such is worth the scrutiny of for- 
ward-looking investors. 

The list includes a number of issues 
which ordinarily come under the heading 
of speculative securities and are recom- 
mended mainly from that viewpoint. 
Where investors are not in position to 
take speculative action it is advisable that 
they confine their selections to securities 
of greater investment value, particularly 
among the bonds and preferred stocks 
mentioned in this article. 

R dations Not All in One Class 

The securities recommended are not 
recommended for precisely the same 
reasons in each case. The bond group 
has been chosen for one set of reasons, 
the preferred stock group for somewhat 
different reasons and the speculative group 
for an entirely different set of reasons. 
It is, however, obvious that the basic 
principles of investment are the same 
for all classes of securities—namely, the 
purchase of genuine value at a price to 
insure a reasonable return, either through 
the annual return on the invested money 
or through future materialization ot 
profits. But the specific reasons for in- 
vestment in the various groups of securities 
vary and in some instances vary widely. 

One does not buy a bond, for example, 
for the same reason that one buys a 
speculative stock. While the desire to 
make a profit is present in each case in 
varying intensity, depending on the nature 
of the issue, the fact is that the investor 
buys bonds because he feels that his prin- 
cipal and interest are reasonably safe. 
Only the unsophisticated investor would 
expect the same feature of the truly specu- 
lative stock, 

Why Bonds Sell High 

It is because the element. of risk is 
largely non-existent with good bonds, that 
the latter sell at comparatively high prices 
and offer camparatively low returns on the 
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invested money. In the same degree, 
speculative issues, because the risk involved 
is so much greater, sell in lower prices 
proportionately, and offer higher returns 
on the invested money. 

Roughly speaking, high-grade bonds 
yield 1% more than equally good preferred 
stocks and the latter yield anywhere from 
1 to 5% more than speculative issues, 
varying from the solid type of investment, 
like U. S. Steel common or American 
Car Foundry common, to the more purely 
speculative issues like Studebaker, Kelly- 
Springfield and others of the same type. 

Therefore, what makes one group of 
securities attractive is mot exactly the 
same that makes another group of secur- 
ities attractive. Generally speaking, the 
bonds listed in the bond table are at- 
tractive because they have not sufficiently 
discounted the improvement in money con- 
ditions and are “out of line” with other 
securities of the same type which have 
already advanced to a point to sufficiently 
discount the year’s events in the money 
market. In each case, principal and in- 
terest are reasonably secure and while 
there are several bonds like the American 
Cotton Oil 5s and Virginia-Carolina 
Chemical 7%4s which are slightly more 
speculative owing to surrounding condi- 
tions in the respective industries, in- 
vestment could be made in any or all 
of these issues with a likelihood of an 
eventual profit of some proportions. 


Preferred and Common Stock Groups 


The preferred stock group has been 
chosen partly because its members will 
advance under the same impetus which 
caused the advance in bonds—namely, lower 
money rates; partly because the outlook 
for the respective companies is improving; 
partly because the financial position of 
each company is beyond reproach; and 
partly because these securities are still 
selling at nearly the lowest prices in their 
history with corresponding profit pos- 
sibilities. 

In choosing the speculative list, the writer 
has not been influenced so much by the 
high yields obtainable as by the fact that 
in each case but one (Manhattan Elevated) 
earnings are actually and prospectively at 
a rate to either justify the present rate 
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of dividends where paid, or, as in the case 
of Butterick or California Petroleum, to 
justify the establishment of dividends on 
a comparatively generous scale. Securities 
listed under this group have not sufficiently 
discounted the prospective improvement 
in the position of the respective companies 
and, correspondingly, their future earning 
power. Each one is the issue of a well- 
established company in good financial 
shape, the only exception being Manhattan 
Elevated to which special allusion will be 
made later. 











BONDS 
HIGH-GRADE Yield 
tice % 
N. ¥., Chic. & St. Louis Deb. 
ey ME eecnedihih de kerk naaiee 3 6,30 
Diamond Match Deb. 7%s, 1985. 107 6.70 
Int. Merc. Marine @s, 1941.... 91 6,75 
Pala. Go. Ge, BGE...ccscccccce 6.85 
B. & O. 8S. W. Div. Ist 3%, 
TD sidstonetantcaseanounie 7.10 
MORE SPECULATIVE 
Am. Cotton Oil 5s, 1981....... 7.25 
St. Louis-Southwestern Consol. 
SS | _ eres 7.65 
Va.-Carolina Chem, 7%s, 1982.. 96 7.95 




















In the above table on bonds will be 
found.a list of eight excellent issues 
yielding from 6.30% to 7.95%. Of these 
bonds, the American Cotton Oil 5s, St. 
Louis Southwestern cons. mtge 4s and 
Virginia-Carolina Chem. 7%s may be 
termed slightly speculative and for this 
reason the higher yield on these issues 
as compared with the rest of the group 
listed is warranted. 

The other five bonds which include 
the N. Y., Chic. & St. Louis debenture 
4s, Diamond Match debenture 7%s, Int. 
Mercantile Marine 6s, Phila, Co. 6s and 
B. & O. S. W. Div. Ist 3%s are all high- 
grade and are selling at prices which 
seem a little too low even under present 
conditions. Eventually this group will 
move forward and probably reach a 5%- 
6% yield average as compared with the 
average of 7% now obtainable in these 
eight issues. 

From the investment viewpoint there 
need be no fear with regard to any of 
the issues enumerated. They are all 
issues of strong companies of many 
years’ reputation with a demonstrated 
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earning power, greatly in excess of in- 
terest requirements. 

The preferred stock group listed in the 
table below without exception offers a long- 
range opportunity for comparatively large 
profits. While these issues, of course, do not 
belong with the group of such seasoned 
preferred stocks as U. S. Steel, American 
Locomotive, American Car & Foundry and 
others of similar standing, they are suffi- 
ciently sound to warrant investment, espe- 
cially on the basis of present prices. 

Perhaps the most attractive stock in this 
group is Philadelphia Company 6% pre- 
ferred at a price of 37 to yield 8.10%. 











ee 
PREFERRED STOCKS 
Price Yield 


Chic., RB. I. & Pac. 7%....... &8 7.95 
Dae Ge, GiPicccccccccccese 37 8.10 
Int. Paper stamp. 6%........ 73 8.20 
Ph - Re Gb nascccenesuceoées 72 8.30 
i PE Wiiccccdescccass ae 8.50 
Cal. Petroleum 7%........... 84 8.50 
Worthington “‘A” 7%......... & 8.50 
Mexican Petroleum 8%....... 87 9.20 

9.65 


Int, Motor Truck 7%......... 78 
*$50 par value. 




















This issue has a long record behind it 
of earnings very greatly in excess of 
dividend requirements and the nature of 
the business of this company, which. is a 
public utility, suggests that earnings will 
be sufficiently stable to provide for regu- 
lar dividends on its stock. 

Among the other issues, General Motors 
7% debentures, California Petroleum and 
American Ice are in an extremely sound 
position. These issues yield on the aver- 
age about 8'%% which is a very attrac- 
tive return considering the excellent 
financial strength and earning power of 
the respective companies as related to 
these issues. The Mexican Petroleum 
and International Motor Truck preferred 
stocks are slightly more speculative but 
both companies are in a sound financial 
position and earnings at all times should 


be sufficient to cover the dividend require- 
ments, 

In a period of falling money rates, the 
tendency for all fixed-ircome bearing 
securities, such as bonds and preferred 
stocks, is upward. Broadly, the advance 
in these securities has already commenced 
and has been carried a considerable dis- 
tance. However, they have, by no 
means discounted the generally im- 
proving conditions and should sell 
eventually at a price to return a 
handsome profit. Not one of the pre- 
ferred stocks mentioned here is in a 
truly speculative position and while 
several of them might be termed “busi- 
ness men’s” investments, they should 
be equally attractive to even more con- 
servative investors. 

As stated previously, the strongest fea- 
ture attached to the common stocks de- 
scribed herewith is that even under pres- 
ent conditions, with the exception ot 
Manhattan Elevated, earnings are at a 
satisfactory rate and in several instances, 
such as Butterick and California Petro- 
leum, at a very high rate. 

Manhattan Elevated at the current price 
is recommended only as a sheer specula- 
tion. There is no desire here to minimize 
the importance of the investigation now 
being conducted with regard to the New 
York City traction lines, but considering 
the high asset value of this stock and its 
former high earning power and consider- 
ing also its unusual contract with the 
Interborough system guaranteeing pay- 
‘ment at the rate of $7 a share on this 
issue which could not be abrogated with-- 
out compelling a receivership for the 
system, it does seem as if all the circum- 
stances surrounding the company are not 
unfavorable. Therefore, for those who 
are in a position to speculate and who are 
itt a position to take a loss, should a loss 
result from a commitment in the stock, 


Manhattan Elevated offers interesting 
possibilities. The stock for many years 
sold considerably above par. The divi- 


dend rate of 7% is still intact and yet 





the stock sells at around 32. It is a 
decidedly attractive speculation. 

None of the other issues are in so 
speculative a position. The Butterick and 
California Petroleum stocks are attrac- 
tive as they are likely candidates for divi- 
dends, The dividends on the others ap- 
pear reasonably secure. 

Most of the issues listed in this last 
group have sold at very much higher 
prices. Despite their large decline 
they are still paying dividends at the 
old rate and this should offer food for 
thought to those who are looking for 





SPECULATIVE COMMON STOCK | 


Manhattan Elev, . . $7 20% 


Divi- Appx. 
. Price dend Yield 
Butterick*...... ° : 33 
Cal. Petroleum® ...... GB cece cece 
White Motors ......... 40 $4 10% } 
Kelly-Springfield ...... 42 3%t 10%3 
Coca Cola .......cuses 40 $4 10% 
Tobacco Products ..... 6 6%8 10% 
Martin Parry ..... — $2 11% 
Union Bag & Paper. 73 $8 11% 
| 
| 
| 


*Earnings justify dividend paym®nts. 

t3% quarterly in stock. 

tYield depends on market price of stock, 
if dividend is sold. 

§In scrip. 

















cheap securities. While conditions 
may, of course, alter the prospects for 
any of these securities—which is ap- 
plicable to any common stock—never- 
theless present indications are in favor 
of these securities and therefore, from 
a speculative viewpoint, they are in a 
good position. Were the investor to 
distribute his investments over all of 
these securities, the probabilities are 
that after a reasonable period he would 
have a fair profit at least on his 
aggregate holdings. This applies, of 
course, to the bond and preferred 
stock groups as well. 





(The second article of this series, 
“Tomorrow's Dividend Payers” will ap- 
pear in the January 7th issue——Editor). 


That Steel Merger | | 


Now Definitely Under Way—Features of Present Plans—What Security Holders May Expect 


rumors of a proposed amalgamation 
of steel “independents” been ad- 
vanced to explain market movements in 
stocks of these companies that the invest- 
ing public has become inclined to disre- 
gard all merger reports as cries of “wolf.” 
It is decidedly sceptical regarding the 
consolidation now being negotiated. 
Nevertheless, such a merger is 
definitely underway, and the odds are 
all in favor of its being consummated. 
Only one great obstacle stands in the 
road—the difficulty of reconciling con- 
flicting opinions of the interests con- 
cerned regarding the values of their 
properties. 
Consolidation Would Solve Difficulties 


Under ordinary circumstances this bar- 
rier would be a formidable one, for the 
controlling interests of the several com- 
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S° often in the past five years have 


By JOHN PLUNKETT 


panies, looking back to the huge war time 
earnings, are somewhat prone to place 
a high value on their properties and the 
securities which represent them. But 
there is an old proverb that says: “Needs 
must when the devil drives,” and the 
devil, in the shape of high freight rates, 
restricting markets and increasing man- 
ufacturing costs, and cutting competition 
is assuredly driving the steel producers 
to resort to the only economic solution 
of their difficulties—consolidation. 

The United States Steel Corporation, 
the greatest of all industrial amalgama- 
tions, has proved in the past nine months 
the advantages of consolidation. John A. 
Topping, president of the Republic Iron 
& Steel Co., recently testified before the 
Interstate Commerce Commission that in- 
dependent steel producers were losing 
from $10 to $15 on every ton of steel pro- 
duced under existing conditions. The 


corporation’s reports for the nine months 
to September 30 have demonstrated that 
the giant concern can and does make 
money under the same conditions. 


Advantages of Consolidation 


‘The independents, looking at the Steel 
Corporation, see it enjoying the following 
advantages : 

Ownership of railroads bringing to its 
mills a large proportion of its raw mate- 
rials. As railroad freights on raw ma- 
terial swallow about 50% of the total 
price received for steel this alone is an 
enormous advantage in competition. 

Plants located at practically every 
strategic market point, enabling the cor- 
poration to reach any market, including 
the export field, at a small freight rate— 
another important advantage. 

Great diversification of product, per- 
mitting it to make profits from activity 
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in any one line of material even while 
the trade generally is depressed. 

Financial strength to cultivate and de- 
velop foreign fields on a broad scale. 

These main advantages—there are others 
—explain the corporation’s ability to show 
black ink figures on its income reports 
while its competitors are “in the red” 
and tell why the independent steel makers 
regard a combination, giving them some 
of these advantages, as inevitable. 

A steel merger then, if it hopes to com- 
pete with the Steel Corporation on an 
even basis, must achieve these four ob- 
jects, in the following order: plant loca- 
tion at principal market centers; diversi- 
fication of product; financial strength and 
finally ownership of railroads. The last, 
however, is not of paramount importance. 

It is hardly necessary to add that proc- 
esses must be completely integrated. 
Many large steel independents are already 
so. 


The Situation Today 


Having thus outlined the reasons for a 
steel merSer and the objects to be sought 
in planning it, let us come to the situation 
today. 

There are, in fact, several steel mergers 
either being negotiated or still in the 
nebulous stage. It would not be surpris- 
ing if the next twelve months witnessed 
three or four. But two are definitely 
afoot, one involving three, or possibly 
four companies, and the other comprising 
seven, including some of the biggest. As 
the larger merger, if carried through, 
will include the smaller the latter need 
not be discussed in detail now. 

Seven companies included in the larger 
merger plan are, in order of ingot ca- 
pacity: 


Midvale Steel & Ordnance, 2,871,000 
tons annually. 

Lackawanna, 1,840,000 tons. 

Youngstown Sheet & Tube, 1,500,000 
tons. 


Republic Iron & Steel, 1,395,000 tons. 

Inland, 1,000,000 tons. 

Steel & Tube Co. of America, 800,000 
tons. 

Brier Hill, 600,000 tons. 

Total, 10,006,000 tons. 

This compares with the Steel Corpora- 
tion’s capacity of 22,700,000 tons of ingots 
and with Bethlehem’s 3,133,100 tons. The 
seven companies have a combined present 
capitalization of $126,475,809 bonds, $57.- 
474,400 preferred stock and 5,181,085 
shares of common stock. 

Consolidation of these seven companies 
would doubtless bring about several econ- 
omies in manufacturing but would fall 
considerably short of the ideal merger as 


outlined in the foregoing. As regards 
location of plants three of the companies, 
Republic, Youngstown Sheet & Tube and 
Brier Hill are concentrated at one point, 
Youngstown, O.; two are at Chicago— 
Steel & Tube Co. of America and Inland; 
Lackawanna is at Buffalo. Midvale, with 
its principal plants at Johnstown and 
Coatesville, Pa., is the only one of the 
group that would easily reach eastern 
markets. Seaboard and Southern steel 
plants would be entirely lacking. Broadly, 
this merger would be principally a Mid- 
dle-Western consolidation. 

On the second count, diversification of 
product, the suggested consolidation would 
also fall short. Not a single tin plate 
plant is included in the group. And tin 
plate is not only among the highest priced 
and most profitable of steel products but 
it is one for which the demand is most 
constant. 

Only two of the seven companies, Mid- 
vale and Youngstown Sheet & Tube, 
make wire, another important product. 
On other lines, however, production is 
fairly comprehensive and _ consolidation 
would be particularly well fixed in re- 
spect to pipe and tube works. 


Financial Strength 


In respect of financial strength, while 
the merger outlined would doubtless be 
organized with a sufficiency of liquid 
working capital it is unlikely that it 
would be able, at its inception, to inaugu- 
rate an aggressive campaign for foreign 
business. But this might come in time 
as the new company built itself up, as 
might ownership of “feeding” railroads. 

The probability is that bankers for the 
group would arrange for the addition of a 
considerable sum to present cash re- 
sources of the combined companies. The 
latest reports of the seven companies show 
an aggregate working capital of over 
$200,000,000 at the close of 1920 as fol- 
lows: 

Midvale, $86.842,321. 

Lackawanna, $22,698,430. 

Republic, $25,593,877. 

Youngstown Sheet & Tube, not given. 

Inland, $16,292,686, 

Sheet & Tube Co. of America, $23.- 
184,316. 

Brier Hill, $10,043,572. 

It is quite “on the cards” that the mov 
ing spirits in the amalgamation plan ex- 
pect to greatly increase product diversi- 
fication after rather than before consolida- 
tion. Several small concerns making tin 
plate, wire, etc., could, one imagine, be 
absorbed by an existing large company 
on more advantageous terms than they 


would demand if asked to co-operate in a 
consolidation. The great thing is to get 
as many of the big influential producers 
together; the rest will naturally follow 
more easily. 

There has, for instance, been some talk 
of the possibility of Wickwire Spencer 
Steel, one of the country’s largest and 
oldest established wire producers, with 
furnaces at Buffalo and wire plants mak- 
ing highly finished products at and around 
Worcester, Mass., being brought in either 
now or later. In the same way Trum- 
bull Steel, with tin plate plants at Youngs- 
town, is also suggested. 


No Mystery About Negotiations 


Probably no other large industrial mer- 
ger negotiations have ever been con- 
ducted more in the light of day than 
the ones we are now discussing, although 
some writers refer to the proposed con- 
solidation as shrouded in mystery, The 
public knows almost as much about the 
progress of the negotiations as the men 
chiefly concerned. 

As I stated already, a consolidation is 
practically a necessity to enable a number 
of the independent steel companies to 
compete for steel business on anything 
like an even basis with the Steel Cor- 
poration. But the merger plan of the 
seven or more companies outlined is only 
in a tentative stage at present. Complete 
unprejudiced appraisals of the various 
properties involved are still being awaited. 
Prices at which the companies would be 
brought in to a new company have not 
been suggested and will not be until the 
appraisals are at hand. 

Obviously, plenty of room for disa- 
greement still exists. I am inclined to 
believe that the men at the council table 
will be willing, in view of the urgency 
of the situation, to yield to some extent 
on their estimates of value, particularly 
in view of the low prices for steel inde- 
pendent stocks on the market at present. 
It should be unnecessary to point out 
that a stockholder who considers his se- 
curities worth $100 a share would be more 
willing to accept $75 if the market price 
was $50 than if it were $125, or even 
$80. 

Not the Final Attempt 

But if the present negotiations should 
fail it would not mean the abandonment 
of steel consolidation plans. It would 
simply throw the whole matter open 
again. Other steel men, not concerned in 
these pending plans, have their own 
ideas for grouping of steel plants and 
are doubtless waiting to see how the cat 
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The Lackawanna Steel Company’s Plant at Buffalo, N. Y. 
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Coca Cola Company 





A Remarkably Quick Recovery ": 


Coca Cola Company has been amply 

demonstrated during the current 
year. At a time when many industrial 
concerns were considering themselves 
fortunate if they were able to make 
both ends meet and when scores of 
companies were compelled not only 
to omit dividends on their common 
stocks but on their preferred stocks 
as well, the Coca Cola Company has 
not only turned the corner of depres- 
sion quickly but piled up sufficiently 
large earnings to permit of the restoration 
of dividends on the common stock. 
This performance, during a period of 
general business hardship, stamps the 
company as an unusually capable 
enterprise. 

The Coca Cola Company, of course, 
manufactures the product known by 
that name, which, by the way, is prob- 
ably the most famous soft drink in 
America. Starting as a product to appeal 
primarily to the Southern palate, it has 
become popular in every section of the 
country. That it might better take 
care of the distribution of its product, 
the company has set up. manufacturing 
plants in numerous parts of the 
country. There are now plants at 
Chicago, Baltimore, Kansas City, Los 
Angeles, Dallas and Philadelphia and 
elsewhere. The main plant is at 
Atlanta, Georgia. 


T'ce inherent earning power of the 


Sugar Prices Affect Earnings 


The chief raw material which enters 
into the production of Coca Cola is 
sugar. Obviously the price of this 
commodity has a governing effect on 
the company’s expenditures; earnings, 
to a very large extent, therefore, are 
dependent on it. At a time when sugar 
prices are very high as during 1920, the 
effect is to cut deeply into the profits 
of the company. When sugar is low, 
the cost of operation is less, the 
margin of profit is greater and the 
company is consequently in a position 
to make a good showing. 

During the current year, the com- 
pany has gradually liquidated its high- 
priced sugars and recently has been in 
a position to take advantage of the 
prevailing low prices. So low are 
sugar prices now in comparison with 
those of 1919-1920 that it has been 
possible for the company to effect a 
considerable cut in the price of its 
product which should thereby greatly 
stimulate the volume of its sales. 

For the first nine months of the cur- 
rent year, the volume of business 
amounted to only 70% of last year. 
Yet in this period earnings amounted to 
$2,800,000 after all charges but before 
preferred dividends. After deduction of 
the latter item this would amount to 
about $4.50 a share on the common 
stock or at an annual rate of $6.00 a 
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share. In 1920, the full year’s earnings 
amounted to only $2.61 a share. Thus 
it will be seen that, despite the volume 
of business this year being only 70% 
of that of last year, earnings are run- 
ning at least twice as high. The 
principal reason for this phenomenon 
is the fact that, in addition to other 
advantages, the company this year has 
had the advantage of a low-priced 
sugar market. 

Should the company put into effect 
another price reduction and thus greatly 
stimulate sales next year, it is prob- 
able that the margain of profit would 
be sufficiently large to result in an even 
better showing. 


Bank Loans Practically Eliminated 


One of the interesting facts about the 
company is that it has practically 
eliminated all bank loans. At the end 
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of 1920, this item stood at about $8,- 
500,000. Such was the efficiency of the 
management that, by November 1, this 
figure had been reduced to $2,500,000 
and it is believed that the company will 
enter 1922 with no bank loans at all. 

Other points of progress have been 
the raising of the cash figure, reduction 
of inventories and general building up 
of net quick assets. The company is 
slow about publishing the actual figures 
but the points brought out above are 
derived from authentic sources and may 
be accepted as the true condition of 
the company. 

Such was the progress made that the 
regular semi-annual dividend of $3.50 a 
share on the preferred stock which had 
been deferred in June was declared 
payable Oct. 1. At the end of October, 
the directors met and declared a $1.00 
dividend on the common stock. The 
last previous dividend paid on this stock 
was in 1920. 


Coca Cola One of the Few to Resume Common Dividends This Year 


No Funded Debt 


The company has no funded debt and 
the $10,000,000 preferred stock con- 
stitutes the first capital obligation. 
This issue is of $100 par value, is 
cumulative and pays dividends of $7.00 
a share. There is no voting power at- 
tached except in the event of six months 
default of dividends. 

The common stock is listed on the 
New York Stock Exchange and there 
are 500,000 shares of stock outstanding. 
There is no par value. This stock was 
deposited with the Guaranty Trust 
Company under a voting trust agree- 
ment to expire in 1924. This voting 
trust may be terminated at any earlier 
time by a vote of the majority trustees. 
The trust agreement, it is understood, 
was due to the desire of bankers, who 
had loaned the company considerable 
sums against sugar commitments, for 
protection. With the last of the com- 
pany’s high-priced sugars gone, there 
would seem to be little reason for con 
tinuing the trusteeship very much 
longer. 

This year Coca Cola common will 
earn between $5 and $6 a share. There 
is no way of telling what the company 
will earn next year but it would seem 
that it sufficiently merits confidence 
on the score of being a good earning 
proposition. 


Yielding Over 10% 


It is to be presumed that the last 
dividend of $1 a share was a quarterly 
declaration which would put the stock 
on a $4 annual basis. Based on the 
current price of about 40, and as a $4 
stock, the return on the money invested 
here would be about 10%. The stock 
sold as low this year as 19 and the 
current price of 40 is only 3 points 
from the highest ‘price of 43. The 
market action of the stock indicates 
that it is strongly held and that its 
holders are not inclined to part with 
their stock even at this point. 

A curious and interesting feature is that 
the common stock has very little actual 
asset value except that represented by the 
$24,960,000 good-will and trade-mark. 
However, a company that has high earn- 
ing power without showing much asset 
value for its common stock is certainly 
at least as attractive as a company which 
can show a high asset value for its junior 
stock—a _ purely theoretic factor—and 
which has never been able to make a good 
showing on the earnings side. From a 
practical viewpoint therefore, the fact 
that Coca Cola common has little tangible 
asset value has little real significance. 
Furthermore, in the event of liquidation, 
it is entirely unlikely that the good-will 
and trade-marks of the company would 
be sold at much less than the figure car- 
ried so that in an ultimate sense the com- 
mon stock represents genuine value. 
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DAVISON CHEMICAL 
Busi 
Q.—Kindly furnish me a report on Davidson 
Chemical. lis business, capital, earnings, etc., and 
whether in your opinion it is a good investment 
at the present market price of 55.—C, G., Pitts- 
burgh, Pa, 





Capital—Earnings 





A.—Davidson Chemical Company manufactures 
and sells Sulphuric Acid, Acids and Phosphate, 
and Silica Gel, Capitalization consists of $4,330,- 
000 bonded debt and 200,000 shares of stock 
no par value. The recent important advance in 
the stock has been largely because of the large 
profits the company expects to make from its 
new bi-product, Silica Gel. It is anticipated 
that the company will form a_ new corporation 
to handle this product and give the stock of 
this new corporation to present stockholders in 
the form of a stock dividend. The new product 
appears to have good possibilities, but of course 
this has not as yet been thoroughly demonstrated 
and the stock must be regarded as decidedly 
speculative. 

For the year ended December 31, 1920, the 
company earned $2.15 on its stock. Balance 
sheet as of December 31, 1920, shows a fairly 
strong financial condition. 


CHANDLER MOTORS 
Is Dividend Safe? 


Q.—Please advise me as to aoe, present status 
of Chandler Motors. Is the dividend safe and 
what is the outlook for 1922?—K. R. V., 
Mass. 


oston, 


A.—Chandler Motor Car Co. for the year 
ended December 31, 1920, earned 16.68% on the 
common stock as against 17.15% in 1919. Busi- 
ness in the current year has fallen off very 
heavily, however. For the six months ended 
June 30, 1921, the company was reported to have 
shipped 3,450 cars, as against 15,552 cars in 
the corresponding period of 1920. 

It is not expected that the company will earn 
in 1921 much more than the present $6 dividend 
being paid on its stock. Under these circum- 
stances the dividend must be regarded as un- 
certain to say the least, 

Of course, Chandler may turn right around 
and have a very profitable year next year, but 
the car seems to have kst scmewhat in popu- 
larity and in view of the element of uncertainty 
existing in this stock, we would be inclined to 
ut our money into something with more def- 
inite possibilities. Suggest a switch into Allis 
Chalmers paying $4 per share per annum and 
selling around 36. 


AMERICAN SUGAR REFINING 


Should It Be Held? 


Q.—I hold some American Sugar jRetning 
common, purchased at much higher prices, an 

am uncertain whether I should held on or sell. 
Do you believe that the company will be able 
to resume dividends on the common stock soon? 
—R. J. H., Stamford, Conn. 


A.—American Sugar Refining Company will 
undoubtedly have further large sums ,to write 
off for inventory depreciation this year and its 
report is pretty sure to be a_ poor one. It does 
not look to us as though dividends would be 
resumed on the common stock for some time 
to come and we do not favor it as an investment. 

The market has been rather strong of late, 
and as there is a fair sized short interest in 
sugar common, it is possible that a rally may 
be engineered to drive these shorts in. 

For the year ended December 31, 1920, the 
company reported earnings of 2.73% on the 
commen stock, but this was before deducting 
$10,200,000 reserve for inventory losses. While 
the past record of the company is an excellent 
one, it has taken a very heavy loss in the t 
year and a half and it may be quite some time 

fore it recovers. 

Would take advantage of any fair sized rally 
in this stock to sell out and switch into some 
stronger issue. 


INTERNATIONAL MERC. MARINE 


Q.—International Mercantile Marine stocks 
have been strong recently and I would like to 
have your advice as to the prospects of the com- 
mon stock. What is the financial condition of 
the company?—R. K., New York, 








A.—International Mercantile Marine Co. made 
very large profits during the war and 
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as its dividend payments were conservative, it 
is now in a very strong financial condition. As 
of December 31, 1920, working capital totalled 
$35,000,000. 

The current year has been a very poor one 
for the shipping industry and it is not expected 
that the company will show much more than the 
preferred dividend earned. Considering the 
unusual conditions prevailing, this should be 
regarded as a very fair showing. 

Accumulated dividends on the preferred stock 
which must be paid before the common can get 
anything, now amount to 42%. It is decidedly 
unlikely that the company will in the future 
show the very large earnings reported in the 
war period and some time will be required be- 
fore these back dividends on the preferred stock 
can be paid off. The common, therefore, must 
be regarded as a long way from dividends, 

This company has a very fine fleet of passenger 
and freight liners, and under normal conditions, 
it should be able to show the preferred dividend 
earned with a large margin to spare. 

At present levels around 14 the common 
stock, we should say, has fairly good speculative 
possibilities for the long pull, depending, of 
course, on developments in the shipping world. 


ADVANCE RUMELY 
Common Stock for Long Pull 


Q.—Do you believe that Advance Rumely 
common stock is a good stock to hold for the 
long pull? Has the company very large bank 
mene at the present time?—G. F, P., Chicago, 





A.—Advance Rumely Co., for the year ended 
December 31, 1920, earned 3.84% on its common 
stock as against 12.82% in 1919. Like all the 
harvesting machinery manufacturers, this com- 
pany was caught with a rather large inventory 
when the decline in prices took place and in the 
current year will undoubtedly have large amounts 
to write off for depreciatin in this account. 
The fall in the price of farm products also hit 
these companies hard as the farmers stopped 
buying and business this year will be very poor. 
While there is no accurate forecast as to what 
the company will show in 1921 a good sized 
defic:t is expected. 

In August the company reduced the dividend 
on the preferred stock to 3%. Working capital 
of the company as of December 31, 1920, was 
$13,700,000. a. of heavy inventories the 
company is now borrowing about $2,000,000 at 
the banks. 

Under normal conditions, this company has 
shown a fairly good earning power and the 
common stock appears to have possibilities if 
held for the long pull. We are inclined to the 
opinion, however, that it will be slow as no 
particular imprevement has been noticeable in 
this company’s business recently. 


BRITISH EMPIRE HELD 
Its Capitalization 
Q.—Can you give me any information on 


British Empire Steel? What is the present cap- 
italisation?—C, D. H., Newton, Mass. 





_ A.—British Empire Steel Corporation, Ltd., 
is the consolidation of the Dominion Steel Cor- 
oration Ltd., and its subsidiaries, the Nova 
Scotia Steel & Coal Company Ltd., and the 
Halifax Ship Yard Ltd., which was made ef- 
fective April 1, 1921. The bond and debenture 
issues of the various companies included in the 
consolidation remain undisturbed. The stock 
issued consists of preferred series B 7% cumu- 
lative, $19.950000, 2nd preferred 7% cumu- 
lative, $57,350,000; common, $24,450,000. On 
September 21, 1921, the company declared an 
initial dividend of 14% on the frst preference 
series B stock. For the year ended December 
31, 1920, net income of the consolidated com- 
panies was $6,235,137. 


AMERICAN BEET SUGAR 
Analysis of 6% Preferred 


Q.—I am a subscriber to your Magazine and 





would like an analysis of American Beet Sugar 
6% preferred for Sspecvestment at esent e 
of 58.—H. E. R., 1,000 Island Park, New York. 





A.—American Beet Sugar for the year ended 
March 31, 1921, reported a surplus of $133,509 
as against a surplus of $2,425,810 in 1920. Of 
course this — rease in earnings was natural 
enough in view of the big decline in the price 


of sugar. As of March 31, 1921. the company 
had a working capital of about $5,000,000. 
In view of the fact that the preferred stock 


















issue is only $5,000,000 and that there are no 
bonds ahead of it, it appears to be in a rather 
strong posit'on and we regard it as an attractive 
speculation at these levels. 





CHICAGO PNEUMATIC TOOL 
Its Outlook 


Q.—i hold some of the common stock of the 
Chicago Pneumatic Tool Co. Have you any in- 
formation as to how the company is doing this 
year?’ How do you regard its outlook?—C. H. 
Chillicothe, Ohio, 

A.—Chicago Pneumatic Tool for the year ended 
December 31, 1920, earned 14.31% on the com- 
mon stceck as against 10.52% in 1919 and 8.31% 
in 1918. Earnings in this year have fallen off 
due to the general depressed condition in the 
steel trade. For the first five months of 1921, 
the company was able to operate at a small 
profit after liberal charges for taxes and depre- 
ciation, Under the circumstances this can be 
regarded as a fairly good showing. 

he company has shown a good earning power 
for & long period of years and as it has been 
conservative in dividend payments has built up 
a strong financial condition. Working capital 
as of December 31, 1920, was $9,290,000. Capi- 
talization consists of $12,397,600 stock, par value 
$100. There are no bonds. 

In. view of the strong financial condition and 
of moderate capitalization we regard this stock 
as having excellent speculative possibilities. 


A $3,000 INVESTMENT 
Nine Stocks Suggested 


Q.—Recently I received avout $4,000 cash as 
a legacy. I am not dependent on it, so ventured 
to follow your -“Bond Buyer’s Guide” and 
bought the following bonds with the idea of 
getting a good return on my investment and to 
have my principal appreciate in value: 

$2,000 Missouri Pacific gen. 4. 
$2,000 St. L. & S. F., Prior Lien 4s. 
$2,000 Southern Railway 4s. 

I have about $3,000 that I can afford te use 
for specvestments and want to buy stocks with 
it with the idea of holding for a profit. Stocks 
that pay dividends appeal to me most as I will 
be getting income while holding for a profit. 
| Aa do you advise?—P. L. C., New Orleans, 

a. 





A.—In our opinion you have made an excel- 
lent selecticn of bonds and we believe they will 
gradually work toward higher levels. For an 
investment of $3,000 in dividend paying stock, 
we suggest a selection of preferred stock on 
which the dividends ap ear to be reasonably 
secure and which should gradually advance in 
price, as follows: 


California Petroleum 7% preferred, price.. 84 


General Motors 6% preferred..... 73 
B. F,. Goodrich 7% preferred...... aa 
Bethlehem Steel 7% preferred..... = 


co BB 

Kelly Springfield 8% preferred.... “ .. 90 

A list of common dividend payers that we 

think well of and which have g possibilities of 
advancing follows: 


Middle States Oil ........ div. $1.20 15 
4 


Stewart Warner Speedometer “ 2.00 2 
REE Sn wt coeeeeeeote “ 2.50 33% 
Fe. SNE... co nccccosce “ 4.00 38 


Of course, if -you_select the common stock, 
the risk involved will be greater than in the 
preferred stocks, 


STEWART WARNER 


Q.—Would you advise buying Stewart Warner 
Speedometer at present prices? Is the present 
dividend of $2 per share being earned and is the 
company strong financiallyf—T. V., Milwaukee, 

is, 

a 


A.—Stewart Warner Speedometer for the nine 
months ended September 30, 1921, reported net 
income of $753,768, equal to $1.59 per share on 
its stock. This compares with $3.74 for the same 
period of 1920. The 1921 earnings, however 
were, after deducting a loss on inventories, of 

,000. If earnings in the last three months 
of 1921 should show about the same rate, the 
company will succeed in earning its $2 dividend 
this year, with a slight margin to spare. 

The ce sheet of the company as of S 
tember 30, 1921, showed it to be in excellent 
financial condition; current —— totalling about 

: as against current liabilities of on 
$470,000. In io of this strong financial oo 
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dition, it would seem reasonable to expect that 
Sy mend will maintain its present dividend 
1) ° 

This company has shown an excellent earnin 
power over the past several years and woul 
appear to have a bright future. We regard 
the ae as an attractive speculation at present 
levels 


GOODRICH COMMON 
Long Pull Products 


Q. —Wwill you kindly favor me with your report 

based upon the latest information as to 

the outlook for Goodrich common stock at pres- 

ent levels if purchased to hold for the long pull? 
-H, J. A., Paterson, N. J. 





A.—In July the directors of Goodrich stated 
that, due to generally prevailing conditions, sales 
for the first four months of 1921 were unsat- 
isfactory, but that after May 1, there was a 
substantial increase and the liquidation of the 
invent ry was sufficient to enable the com- 
pany to reduce bank loans the first of the year 
approximately 50%, from $29,000,000 to ira 
500,000. This company, however, has further 
inventory losses to write off this year, and it 
is not expected that a very glowing report will 
be issued, 

The company appears to have turned the 
corner, however, and while a resumption of 
dividends on the common may be some ways 
off, we regard the stock as an attractive one to 
hold for the long pull. 


FOR A WOMAN 


Investment of $4,500 


Q.—My mother will have about $4,500 to be 
invested in a short while. What would you sug- 
gest as absolutely safe, and vet yield a ered rate 
of interest?—R. R. H.. Frankfcrt, Ind 





A.—You cannot purchase securities that are 
absolutely safe and still get a liberal rate of 
interest. No security can be termed absolutel 
safe. If you want the safest that it is possible 
iy get, you should limit yourself to United States 

Liberty or Victory bonds or some of the higher 
grade state issues. 

We take it, however, that you desire a some- 
what higher yield than these would give you and 
suggest the following bonds which can be re- 
garded as reasonably secure and suitable for a 
woman: 

New York, Chicago end St. Louis 


Ist mortgage 4s, 1937........... 82 5.70% 
Armour & Cr., re ad Getate. 4%s.1939 85 5.85% 
New York Telephone 6s, 1941...... 99 6.10% 
Southern Pacific collateral trust 4s, 

PE ep0enegeseendeqncesceseess 76 6.05% 
Illinois Central collateral trust 4s, 

tl ietithhihnarheeneent eknad 76 5.65% 


The following bonds are not so high-grade as 
the preceding ones, but are reasonably well 
secured: 

Detroit Edison ref. 5s, 1940....... 86 6.25% 
Missouri Pacific general 4s, 1975.. 51 6.80% 
Lackawanna Steel 5s, 1950 81 6.45% 


BETHLEHEM STEEL CORP’N. 
Those 7% Notes 


Q.—I hold scme 7% secured, serial gold notes 
of the Bethlehem Steel Corporation due 1922. 
hey have been called for redemption an Jan- 
uary 16, 1922. This bond can be converted into 
a 6% consolidated 30 year bond on a 64% 
basis. Before taking any action I would like 
your opinion regarding the advisibility of making 
the ee, bearing in mind that my invest- 
ments are made for financial independence and 
the securities I purchase must have assets and 
earnings behind them that assure saftey of 
principal, _ Please advise how many times the 
interest of the entire funded debt was earned 
over @ five-year period.—S. H., New York city. 


A.—Believe it would be advisable for you to 
convert your 7% Bethlehem Steel secured gold 
notes into consolidated mortgage 30 Beng 6% 
bonds series A due 1948 on a 6%% basis. This 
latter bond, we believe, can be regarded as an 
excellent investment as there is plenty of security 
behind it, and ap are showing the interest 
earned with a very large margin to spare. A 
gaan at the table shown on this page will show 
ow large this margin is when you note the 
huge sums the company has charged off for 
depreciation each yea 

he bonds are *foliowed by $14,908,000 7% 
referred steck, $30,000,000 a Rey stock, 
14,862,000 common “A” and 000,000 com- 


DEERE & CO. PREFERRED 
Dividend Requirements Well Covered 


os hold Deere & Co. preferred at much 
higher prices and we have been much concerned 
of the tremendous decline of this stock from 
around 100 to about 65 and would like to know 
whether we should take our loss cr switch into 
a stock like General Motor preferred.—The 
B. M. Co. 


A.—Deere & Co. has not yet furnished its an- 
nual report for the year ended October 31, 1921, 
which is the fiscal year of this company. Bcth 
for last year and the year before, the company 
had a total income of approximately $6,500,000 
available for interest charges and preferred divi- 
dends. Interest charges and depreciation con- 
sumed less than $2,000,000 last year, while pre- 
ferred dividend requirements are $2,450,000 an- 
nually. For the past three years at least the 
company has been able to cover its preferred 
dividends at least twice, and in two years was 
able to put forward a very substantial surplus 
of well over $2,000,000 annually. Its total sur- 
plus at the end of the last fiscal year was a little 
ever $17,000,000. Due to the slump in the farm- 
ing industry, this company suffered in common 
with others. Deere preferred formerly sold in 
the neighborhcod of 100, and recent low prices 
were the lowest in its history. 

All the General Motor preferred issues are 
very well thought of by us, and Wwe believe that 
in spite of a, advances in price for the past 
month, these preferred issues are~still selling at 
bargain levels. We rather hesitate, however, to 
suggest your taking a 35 point loss in Deere & 
Co. preferred in order to purchase General Mo- 
tors pfd., as all four have about equal chances 
ef advancing in a strong market, namely Deere 
and the three GMO on Bm stock issues. 








U. S. INDUSTRIAL ALCOHOL 
This Company Seems Well Fortified 


A.—I would like to know whether the dividend 
of I. D. is in doubt and if so whether the stock 
is cheap at recent prices? It “does not seem to 
act very well. and friends of mine who seem to 
know the situation tell me that the company will 
very likely have to pass its dividend, In such a 
cae, gone not the stock sell much lower?— 


A,—U. S. Industrial alcohol earned $11.63 last 
year, against $10 in 1919. Net working capital 
at the end of the year amounted to $10,000,000, 
a>proximately, and the surplus was well over 
$30,000,000 at the end of last year. Ccnsiderable 
doubt was expressed in the financial district as 
to the ability of the company to ccntinue its 
present dividend, and its shares declined from 
much higher prices to anticipate what actually 
happened. We believe current levels discount 
the unfavorable acticn in this direction that 
was decided on a few days ago, namely, to 
pass the common dividend. We went into the 

sition of this company in very great detail in 
Sune, 1921, in which it was stated that “the 
industry faces uncertainties, and proposed legis- 
lation and rospects of German competition 
rather disturbed the outlook.” However, the 
company is in a strong position even at present 
and has plowed back scme very substantial earn- 
ings behind the commen stock since 1915. 

Alcchol is a “safe” industry, and we believe 
the selling of this stock has been very much 
overdone. It is possible that further pressure 
may be brought to bear on the shares for a 
time, due to the absence of dividends, but 
while hesitating to predict the course of tem- 

rary fluctuation, if the steck should go much 
oe wer it ought to be a speculative purchase for a 
long pull. 


BOOTH FISHERIES 
Is It a Good Speculation? 


O.—Booth Fisheries is now selling at a very 
low price and I have been looking out for a stock 
of this character which I can buy fcr speculation 
in the hope of selling at a much larger profit. 
What do you think of the common stock, and 
please let me know something about the earning 
power of the company.—H. 


A.—Beoth Fisheries C.. tor the year ended 
Jan. 1, 1921, reported a deficit of over $1,000,000 
he company owes the banks between 7 and 8 
million dollars. When the decline in commodi- 
ties started, this company was caught with a 
very heavy inventery of canned gcods which it 
is now — to wipe off. The United States 
u 











mon “B.” Dividends an the f,3 wee “B” stocks Government mped large quantities of canned 
are being paid at the rate of 5% per annum. goods on the market and made it very difficult 
BETHLEHEM STEEL CORPORATION 

Year Net Income Depreciation Fixed Charges Surplus 
iia¢énenpancsepeseeses a 717.309 $14,350.786 $3.772,555 $43.593 968 
een cecccecececs 53.979. 17,911,641 8 746.982 27,320,737 
BR onsebscovecseooses ° 57.188.769 $1,510,366 9.748.012 15.930. 3¢0 
_ Sager eveceovecece 37.441.218 12,566,152 9,518,206 15,356.860 ~ 
Beeea Swrcdccdesonscoocss 36,351,553 18,941,514 7,951,203 14,458 836 
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for Booth Fisheries Cc. to get rid of its stock, 
and then only at a very heavy loss. The com- 
pany is in a rather precarious situation, and it 
is by no means certain that it will be able to 
pull through without a reorganization. We do 
not favor this stock 


HUPP MOTOR 
In Strong Position 
Q.—Although a stockholder of the Hupp Motor 
Car Corp., Il have not seen any recent state- 
ment of its earnings nor a balance sheet that 
would guide me in holding or selling its common 
stock and | look ta you for an opinion on the 
subject. I am informed that you have been 
favorably disposed t. wards this issue and would 
like a late opinion from you.—T. de M. G. 


A.—Hupp Motor Corp. fcr its last fiscal year 
earned $5 a share on its common stock. © state- 
ment of earnings had been issued since this report. 
In 1921, however, the company did a good busi- 
ness. In July, 1,900 cars were shipped, in Au- 
gust about 1,600, and in September about 2,000. 
The balance sheet of the company as of June 30, 
1921, shows a working capital of about $2,500,- 
000. This company has made steady progress in 
the past few years, and its car has increased 
in popularity. We believe the stock can be re- 
garded as a good motor speculation. 


NATIONAL ENAMELING 
The Dividend Outlook 


O.—What is your opinion of National Enamel- 
ing & Stamping?. Wil the 6% dividend be con 
tinned?’—C. A. W., Fert Bridger, Wyoming. 


A.—National Enameling | & Stamping Co. has a 
good record since the war. In 1920, 17% was 
earned on the common stock, in 1919 20%, in 
1918 14%, im 1917 23%. Before the war, how- 
ever, the company’s earnings were rather poor 
and the stcck must be regarded as speculative 
for the reascn that certain of its lines are 
facing competiticn from Europe. The company 
has been conservative in its dividend policy, 
however, and has in the past several years 
greatly strengthened its financial position. s of 
Dec. 31st, 1920, woking capital was over $10,- 
000,000, which compares with a total capitali- 
zaticn of $27,500,800. The company’s report for 
1921 is expected to be a poor one as several of 
its’ plants closed down due to poor business. It 
is not thought likely that the company will be 
able to continue to pay dividends at the rate of 
6% next year. At present prices of around 39, 
however, we should say the stock has fairly 
good speculative possibilities, but there is a cer- 
tain amount of risk attached. 


OWENS BOT BOTTLE 
Worth More? 


Q.—I hold 350 shares of Owens Bottle at higher 
prices. Dees the situation in regard to this 
company warrant holding the stock?—C. J. M., 
Seaford, Del. 


A.—Owens Bottle Co. f for the nine months 
ended Sept. 30, 1921, reported earnings equal to 
$1.42 a share on the common stock, This compares 
with $5.03 earned in the same period of 1920. 
The company is the largest manufacturer of bot 
tles in the world, and is also the manufacturer 
of the “Owens Automatic Bottle Making Ma- 
chine.” and the “Graham Automatic Bottle Mak- 
ine Machine.” For the year ended Dec. 31, 
1920, the company earned $8 per share on the 
commen stock and about $5 per share in 1919. 
The balance sheet of the company as of Dec. 
31, 1920, showed a strong financial condition, 
with working capita! of $9,304,000. Capitaliza- 
tion consists of $9,450,200 7% preferred stock, 
par $100, and $17,371,900 common, par $25. 
Dividends are now being paid on the common 
stock at the rate of $2 per share per annum. 
This company has shown a distinctly good earn- 
ing power over a keng pericd of years, and at 
present prices around 27 we regard the common 
stock as having gocd possibilities. Suggest hold- 
ing the stock for higher prices. 


MFRS. LT. & HT.—PURE OIL 
Switch One and Hold Other 


Q.—I find that mv wife has in her possession 
small blocks of Pure Oil and Manufacturers 
Light & Heat common stocks. These invest- 
ments do not represent a very large proportion 
of our holdings and if their speculative posse 
bilities are fair we would not object to holding 
them for a while. I will very much appreciate 
receiving your opinion of these issues.—D. Y. P., 
St. Louis, Mo. 


A.—Manufacturer’s Light & Heat Co. has 
shown an excellent earning power over a long 
period of years. For the current year, this com- 
pany reported a deficit for the nine months of 
$154 901 after novine_ dividends The recent 
advance in the price of crude oil, however, has 
helped the company’s earnings "and it is ex- 

ted that for the full year the dividends will 
Se enveretl. The company is in good financial 
condition and while the stock is speculative, it 


(Continued on page 276.) 
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Building Your Future Income 


Lives of Great Men — 1 


CHARLES M. SCHWAB: 


As a boy he drove a stage over a five-mile run 
between two dinky little towns in northern Penn- 
sylvania. He got into the steel business by accepting 
the first job offered—driving stakes. He developed 
from his humble beginning into America’s super- 


salesman by nerve-tearing, go-and-get-it work. 


When you meet this Schwab, you meet the sort 


of Capitalist you don’t see in the movies, or on the 
stage, or the kind you don’t find between the covers 
of a book. You meet, first of all, a gentleman. 
Thereafter, the business-man in him comes to the 
fore. But, finally—if you can keep him just long 


enough—the qualities that made him successful be- 


come the whole man, and you have the enthusiast 
for whom no job is too big or too small. 

Schwab, being above all else, a genuine man, 
has won the affection of the multitudes. And his 
genuineness has kept that affection alive. 
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OTTO H. KAHN: 


The product of a careful, methodical training. 
Kahn was born fifty-four years ago in Mannheim, 
of parents who had become American citizens some 
fifteen years before. He has concentrated on the 
study of banks and the practice of banking since his 
early youth. 

Kahn, today, is a dean of American finance. His 
activities are enormous and his interests manifold. 
Today, it is a meeting of the directors of the French 
Theatre; yesterday, it was a meeting of the directors 
of the Union Pacific Railroad; tomorrow, it may 
be the reading of a paper on Government Revenues. 

Whatever the engagement or the office, Kahn’s 
contribution will be clear-thinking, carefully chosen 
words, courteous criticism or sincere and strengthen- 
ing support. 

Chevalier of the Legion of Honor of France; 
Knight of the Order of Charles the Second of 
Spain; Commander of the Order of the Crown of 
Italy—these are a few examples of the world’s 
appreciation. 

And meeting him, you will meet a sagacious, 
learned and sincere man, who thinks and talks as 
he dresses—neatly. 
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My Plan for Financial Independence 


Figuring Out How Much Must Be Saved to Build a $40,000 Estate in 25 Years 


OR most men the only certain way 
to attain financial independence is 
through some plan of systematic 

saving. Fortunate speculations may now 
and then make a man independent finan- 
cially, but for the average man a definite 
plan is essential. It matters little what 
income he receives, he must set aside a 


By H. M. P. 


No allowance has been made for in- 
vestment of the yearly savings before the 
end of the year. Take the fourth year, 
for example, when the saving is at the 
rate of $50 per month. Every two months 
it will be possible to buy a $100 bond or 
stock which will earn interest during a 














home and a capital of around $40,000. 
With no rent to pay the income from the 
$40,000 will take care of me nicely. 

Of course, I hope and expect to do bet- 
ter than my plan calls for, but it serves 
as an indication as to what saving is 
necessary. An estate of this size would 
be much larger than the average 





























part of it if he is to attain his goal. _ 
My idea of financial independence is oon we 3 How Many Gilt Edge Bonds? 
an income of $2,400 a year, which I 
hope to attain within the next twenty- Number First Year's Fixed Reader Wants to Know If Our Bond Buyers’ 
five years. of oo — Bosusese Guide Exhausts the List 
At an interest rate of 5% I shall require : oa aos _The following letter has been received 
a capital of $48,000 and the problem, ; 4310 3208 Editor, Tue MaGazine or WALL Street: 
then, is to accumulate this amount, 1| 5 5.526 10.512 Sir: I am very much interested in 
have decided to reinvest the income from ‘ 6.802 16.088 your publication, THe Macazine 01 
my savings each year and so help to re- 7 8.142 22.840 WALL STREET which, in my travels com 
duce the amount | shall have to set aside ; Ay re mercially, | buy from time to time. 
from my salary 10 12.578 51.558 think your information guide to Bond 
: : Buyers wonderful. There are certain 
How Much Must Be Saved? = Pye _— things about it, however, which are not 
A simple computation shows that at 5‘ 18 19.500 ushers fully clear ye ret er , y 
mterest | would have to save $1,006 each 15 21.579 $61,578 A, eer vena — Rag Mende” 
year in order to reach ed goal. Obvi- 16 23.658 158,150 there are 14 Railroad Bonds; 9 Industrial 
ously such a plan is not practical as it rH 28.182 208-648 Bonds and 8 Public Utility Bonds l 
places too heavy a burden on me during 19 30.589 230.780 would thank you if you would advise an 
the earlier years. So it seemed better to 20 33.066 261.319 investor of fimited knowledge whether, 
mae OW by saving a smaller war maitay the 21 35.719 294.385 out of the several different bonds dealt in 
first year and increase my savings each = aan = am the Mew Vesk Seack Buchennse then 
succeeding seed by a hxed SEROU. 24 44.502 410.040 few issues are the only ones you feel en- 
To facilitate the working out of my 25 47.727 454.542 titled to the rating of “Gilt Edge” ?—H. 
plan I computed the constants given in 26 51,114 502.270 
Table 1, by means of which the amount 27 54.669 553.388 rere 
accumulated at the end of any given num- = myo pony In preparing the Bond Buyers’ Guide, 
ber of years may be found. The first 30 66.439 728.777 our staff made as exhaustive a search of 
year’s saving is to be multiplied by the Sn eats af Ets Ge Gia Gite te 0 the bond list as it was possible to make. 
constant given in the second column After this search, there was com- 
and the fixed amount by which the a) — piled a list of the highest grade 
savings are increased each year is TABLE NO, 2 honds which, at the same time, 
to be multiplied by the constant in Me. of 1 — were selling to yield a _compara- 
the third column. An example Years Principal Satenent Savings Total tively high income on the invest- 
will make the steps clear. ; ann an oy ny ment This list of course, 
3 921.00 46.05 540.00 1,507.05 included a large number of differ 
Example 4 1,507.05 75.35 600.00 2,182.40 ent issues. It was condensed as 
Assume an initial saving of ° 8,368.60 168.28 068.90 2,961.52 | much as possible, for the sake of 
$420 the first year, $480 the second, pL 20,508.98 1,478.34 1,620.00 32,665.19 | brevity and directness 
$540 the third, etc. In this case - Pye ss 4 ae The fact, then, that a bond does 
the tixed increase is $60 per year 24 39,517.37 1,975.87 1,800.00 43,293.24 not appear in this list does not 
\What amount will have been ac ad ©5.008.98 8,106.06 1,068.00 47,817.90 necessarily mean that it is not 
cumulated at the end of twenty- = = = Gilt Edge. The way to use the 
ive years? The constants for 25 Guide is in the positive and not 
vears are 47.727 and 454.542. part of the year. this — a. The Gilt Edge list 
. : : " simply mecludes the more important issues 
Initial Savings $420x 47.727.... $2045. In the same way the investing of the ae . pa ae ad Gilt ~l | 
ixed Increase $60 x 454542... 27273 interest money before the end of the year on . re 4 an 
' becomes an important item in the later at the same time, offer good opportunities 
Total $47318 years. Furthermore, there is the possibil m agg ~ —— and ane . en arity 
ni ity of an appreciation in the value of the e might add here that, whatever ws¢ 


This total is very nearly the goal which 
I have set for myself and the amounts 
to he saved are the ones I have chosen 
as the basis for my plan. By means of 
Table 1 any one can work out a combina- 
tion to meet his own particular needs. 


The Results to Be Obtained 

Table No. 2 gives a portion of the re- 
sults to be obtained with this plan. The 
second column headed “Principal” is the 
amount which is producing an income and 
is always equal to the total savings at 
the end of the preceding year. The re- 
mainder of the table is self-explanatory. 
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stocks and bonds which will yield addi- 
tional profits. It is evident, therefore, that 
Table No, 2 is a conservative guide to the 
minimum savings which will bring ulti- 
mate success 


House Building No Obstacle 


The building of a house should not up- 
set this plan. If the house and lot cost 
$7,500, it means that that amount of 
money must be deducted from the prin- 
cipal and cease to draw interest. IT must 
charge myself this interest ($375) each 
year and invest it. At the end of the 
twenty-five years I would have my own 


you may make of the Bond Buyers’ Guide, 
you should not fail to make use of the 
comment accompanying it. The Guidk 
represents recommendations which are, to 
a degree, predicated on good conditions 
in the hond market. Conditions in the 
bond market as they develop, are fully 
covered in the comment. By reading it 
we think you will keep in close touch with 
the situation. 

Incidentally, you have probably noted 
the large advances scored in the bond 
market in recent months. This is the best 
proof of the possibilities that lie in really 
high-grade securities. 
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What Will You Do with Your Bonus? 


A Way to Make It Larger 






By FLORENCE PROVOST CLARENDON 


HIS is the time of year when the 

income of many salaried men and 

women will be increased by a 
substantial extra payment in the form 
of a bonus. This increase is apt to be 
viewed by some thoughtless wage 
earners in the light of money to be 
spent along the lines of “Easy come, 
easy go”; but the more thrifty ones will 
seek some channel of investment for at 
least a portion of this bonus, with a 
view to saving for the future. 

To save all of the bonus, and to abstain 
from indulging- in some longed for 
pleasure or added comfort, is perhaps 
expecting too much of the average man 
or woman. After all, we want to gather 
a few roses by the way, even if they 
are bought at hot-house prices. The 
prudent recipient of this salary addi- 
tion, however, will appreciate the op- 
portunity it gives for saving money 
without undue stricture of ordinary 
living expenses. The bonus is, in cur- 
rest vernacular “A little bit of all right,” 
and the manner in which its owner dis- 
poses of it gives opportunity for the 
psycho-analyst to read character and 
study habits. 

What will you do with your bonus? 


That New Budget Book 


The fair leaves of many new Budget 
Books recorded on January Ist of this 
year, the intention of the diarist to save 
money regularly and _ systematically. 
Many of these New Year optimists fell 
by the wayside after but one or two 
attempts to increase, or start, their 
Thrift Account. Some, alas, got no 
further on the right road than to make 
the resolution. 

There is an essential grace in the 
practice of thrift which marks it as 
one of the cardinal virtues. Aside from 
inculcating a habit of economy and a 
healthy spirit of self-denial, its persis- 
tent observance arouses a feeling of 
self confidence which can only be en- 
joyed by those who have prudently set 
aside some of their substance towards 
future needs, for money saved brings 
“the glorious privilege of being inde- 
pendent.” 


The Spending Habit 


Spending, as well as saving, is a 
habit which, once formed, is apt to 
grow. Most salaried people enjoyed 
larger incomes during the recent years 
of plenty than they would have received 
in less prosperous times. There was 
not the abnormal increase in the in- 
come of the salaried class which ob- 
tained among a large proportion of the 
industrial wage earners; but the 
pendulum swings both ways, and the 
factory and mill hands are now experi- 
encing a correspondingly greater decreace 
in income than that portion of the cleri- 
cal class which has suffered a cut in 
salary. 

Unusually large bonuses were paid 
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to many clerks in the past few years. 
An evidence of the direction in which 
some of the bonuses were invested was 
indicated by the prevalence of expensive 
fur coats in the downtown business dis- 
tricts at Christmas time, and the many 
new motor cars which were parked in 
front of modest suburban homes. Both 
men and women clerks had the oppor- 
tunity to realize some long desired 
luxury, the pleasure in which was en- 
hanced by the knowledge that it rep- 
resented the fruit of diligent and faith- 
ful service in business life. The buyer 
of such luxuries, however, should take 
into consideration the rapid deprecia- 
tion of these investments, and adopt 
the precaution to lay aside part of the 
bonus for comfort in future years when 
the fur coat is motheaten and the car 
is on the scrap heap. Present luxuries 
ought not to be bought at the expense 
of future necessities. 


Many Ways to Use Money 


There are many ways of saving and 
investing money, but it should be borne 
in mind that there is a wide difference 
between starting a savings fund by 
means of sound investment, and risk- 
ing money in speculative schemes. 
Money saved by self-denial to provide 
independence in old age must be in- 
vested with conservative and cautious 
forethought. 

The man or woman on limited in- 
come should invest money with the 
primary object of saving. Thus, the saf- 
est and best investment will often yield 
a lower interest return than that of- 
fered through less conservative chan- 
nels where alluring dividends are 
promised. But the rate of interest on a 
savings fund is a secondary matter to 
the permanent security of the principal. 

Liberty Bonds and other guaranteed 
securities are safe investment for the 
bonus, while money deposited in sav- 
ings banks or high grade building loan 


associations increases the thrift fund 
by assured and satisfactory interest 
returns. 


The Best Plan 


Perhaps there is no better nor more 
systematic manner of building up a sav- 
ings account than by means of invest- 
ment in a life insurance policy, for it 
has a twofold benefit: it builds a thrift 
fund, and guarantees as well protection 
to a beneficiary named by the investor. 

The business woman will find that an 
endowment policy, running for such 
length of time as she may select—10, 
20, 25 or 30 years—is an investment 
for part of her bonus which will en- 
courage her to save regularly and sys- 
tematically. Many young men with no 
dependents do not appreciate the pos- 
sibilities in life insurance investment as 
a savings fund for old age. For in- 
stance, the old age Income policy 
guarantees a monthly income to the 
insured on his attaining age sixty— 
the time of life when his earning power 
is beginning to wane. The policy 
provides as well protection for a de- 
pendent in event of the investor dying 
before reaching sixty years of age. 
The income to the insured may be pro- 
vided to be payable for ten years— 
from age 60 to age 70—or be payable 
during the lifetime of the insured after 
he attains sixty years of age, thus guar- 
anteeing a modest independence to a 
man in the evening of life when he needs 
it most. 

It ought not to be necessary to sug- 
gest to the married man that he should 
apply part of his bonus towards in- 
creased insurance protection for his 
family. Yet the reason for making the 
suggestion often exists, and the reply 
from the man approached frequently is, 
“IT have all the insurance I need.” It is 
more essential, however, that he carry 
all the insurance his family would need 
in event of his untimely death. 

If he carries sufficient life insurance to 
maintain his wife and young children after 
his death in the same manner of living 
they now enjoy, then let his name, like 
that of Abou Ben-Adhem’s, lead all the 
rest. 





That Home 


Reader Figures Out the Financial Side of Home-Owning 


ceived from a_ reader of THE 
MAGAZINE: 

Editor, THe MaGazine or WALL Street. 

Sir: I am not familiar with Building 
& Loan Associations, but am attracted 
by what I hear. 

On the basis of investing $500 (not 
depositing) for a twelve-year old boy, 
I have seen no clear figures on pro- 
cedure as to how to get on, or the re- 
sult at the get off. My idea is that at 
maturity of original investment, the 
result is to be re-invested for further 


T's following letter has been re- 


enhancement. Have your specialists in 
this line any light? 

Your discussions on Renting vs. 
Home Owning interest me. I have 
seen no clear presentation as to the 
financial aspects of the matter. 

Let us assume that a man has $3,000 
invested at 7%, income being $210. He 
knows just where he stands. 

A house that would cost $1000, 
probably would rent at $1,200 per year. 
If he rents such a house, he also knows 
just where he stands. 


(Continued on page 292.) 
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How One Man Made Himself Save Money 


An Amateurish Scheme That Developed Into a Practical System of Saving 


By K. O. LOWELL 


held down with a firm hand, it skids into 


results both instructive and con- 























EFORE I began to earn my own were 
B living I figured out several plans various carefully designed reserves and structive, and I can recommend the prac- 
mace to attain financial independence sinking funds, until that apparition called tice as worth many times the time and 
} Sav within a period of twenty to thirty years “debt” is ever ready to rise up and _ trouble. 
vest- from the time I should first face the shake a warning finger, and pull aside The necessity of resorting to syste- 
or it | cruel world without financial resources, the curtain before a picture symbolical matic and mechanical methods of saving 
thrift and with no capital except an education. of ruin and slavery. small sums was apparent, and one of my 
ction These plans all looked fine on paper. At the end of a year I found that I first schemes was to clip off a small per- 
stor. Each one was based on a certain sched- had saved almost nothing except the first centage of every salary check, and deposit 
it an ule of estimated earnings, and the as- year’s premium I had paid on my 20- it in a savings bank at 4% interest. | 
such sumption that I would set aside, every year endowment life insurance policy for began by sending to the savings bank for 
t—10, month, a certain percentage of these $3,000. All the rest of my income had deposit, my own check for 5% of my 
ment earnings for investment. been “absorbed” by current expenses, monthly salary as soon as I had depos 
en- A sliding scale of earnings was care- and “miscellaneous” and “incidental” dis- ited the salary check in my open bank 
sys- fully laid out, so as to make due allow- bursements. I realized for the first time account. By making this deposit before 
1 no ances for a modest monthly stipend dur- the value of a small endowment policy the 5th of the month, my savings deposit 
pos- ing the first several months of my em- as a means of forcing a young man to drew interest from the first of the month. 
t as ployment, and  there- Some savings banks 
in- after an increase in credit interest on all 
licy monthly income at deposits made before 
the suitable intervals, of ; SI the third of the 
ty— say six to twelve M04 nome U1 Nem, month, and others go 
wer months, so as to give nem? “lf so far as to credit 
licy me time to demon- am %, interest if the deposit 
de- strate to my employer - “4 is made before the 
ing the increased value os v, Sth, or even the 10th 
age. of my services. \ sev" Savi So. “wey of the month, pro- 
ro- After making due al- r, - Pa: ~ Ss, Ne vided of course that 
aa lowances for person- - . P A % the amount is not 
wn al living expenses, & \ %, Se withdrawn before the 
fter after the payment r\ ?  % following January 
ar. of the premium on S of 20 % Ist or July Ist, on 
i: a life insurance pol- ‘& which interest is usu- 
ods icy in favor of my ally credited and com- 
mother, to reimburse pounded. 
her to some extent “C tion” 
1g- for the expense of ———— 
uld sending me_ through Accounting 
= school, and after This 5% deduction 
his setting up a small re- was considered in 
the serve to take care the light of an ex- 
ply of certain incidental penditure and promptly 
18, financial obligations, I A HANDFUL OF TRUMPS forgotten, but on my 
1s figured that I could be- And the Kind of Hand That Made K. O. Lowell Independent “corporation balance 
Ty gin by saving a very sheet” it appeared as an 
ced small sum monthly, and later increase save in spite of himself, for it was ap- “account receivable” among my “cur- 
this sum by an amount almost equal to parent that if I had not paid this pre- rent assets.” The deduction of 5% 
to my anticipated advances in salary. I was mium, the money would have been was never missed, so I raised the 
ter pleased to find that these gradually in- charged off to “miscellaneous account” ante to 10%. This appeared to be 
ng creasing monthly savings, if invested at along with the rest that was gone. I my limit for a time, but I resolved 
ke compound interest, would make me a have never had occasion to change this that whenever I should receive a raise in 
he rich man by the time I should reach the view, and I have developed a profound salary, I would at once increase my “in- 
age of about forty, and that by that time respect for the good work that a con- vestment in savings banks” before “in- 
I would be virtually independent of the  scientious life insurance agent accom- creased standard of living” could get at 
necessity of working for a salary, should plishes in the interest of young men who _ it and absorb the whole of the added com- 
I elect to devote my entire energy to the are beginning to earn money of their pensation for my services. This proved 
financing of meritorious business enter- own. to be a wise and necessary precaution, 
prises designed to yield handsome re- — for I learned that the “operating depart- 
turns on capital, and give employment to ment” (myself) was at all times prone to 
a great many struggling, worthy young My first year’s balance sheet taught appropriate rather freely the gross in- 
in men who would be starting out on a ca- me a valuable lesson, namely that I must come of the corporation (myself) unless 
reer as I had done—a typical air castle! keep a more careful analysis of my ex- it was held down with a firm hand by 
s. Fine History, But— penses, with a view to keeping down the “board of director” (myself). ; 
re : non-essential disbursements, as well as About this time several trust companies 
1e This was all very fine in theory, but, trying to increase gross earnings. I in my locality organized new savings de- 
sad to relate, I had neglected to take opened a set of books with myself, and partments and, as my name got on their 
0) into consideration the various human went through all the motions of keeping mailing lists of “prospects,” I received 
e weaknesses that beset a young man, such accounts just as if I were a small cor- urgent invitations to open new accounts. 
failings as those that may be charged poration. I took off a monthly trial bal- Some of the hooks were baited with the 
), to heredity, or the influence of environ- ance, and soon began, as president of the offer to accept an initial deposit of 50 
r ment. For example, I did not realize corporation, to insist upon a more care- cents, on receipt of which the bank would 
$ in the beginning that as one’s income in- ful handling of the stockholder’s (my open the new account with a credit of 
creases, one’s standard of living has a own) funds, by the “development and $1.00, provided the credit would not be 
tendency to rise also, until it trips over equipment department” (myself), andthe withdrawn under six months. With a 
' the heels of net profits; and then, if not “operating department” (myself). The (Continued on page 296.) 
* 263 





for DECEMBER 24, 1921 











HEN we say that the outlook for 
mining is better, we should ex- 
plain whether we are viewing the 

industry from the standpoint of mining 
operations, and the probability of net 
profits from these operations in the very 
near future, or whether we are consid- 
ering the prospects of profits from ad- 
vancement in the price of mining shares. 

A few mining companies are operating 
at a margin of profit at present; others 
are struggling to break even, and are 
hanging on with the hope that increased 
metal prices will soon come to their res- 
cue; but most mining companies, includ- 
ing many large corporations that are sub- 
stantial profit-earners in normal times, are 
shut down and accepting substantial losses 
in the form of carrying charges through 
a period of depression. 

Therefore, if we were considering the 
mining industry from the standpoint of 
an investor for income only, we would 
be compelled to admit that only a few 
operating companies, and by no means 
the most promising, would measure up 
to our specifications. 


Discounting Future Earnings 


On the other hand, if we are viewing 
the situation with the idea of making 
the most of it, and from the standpoint 
of one who is an investor for specula- 
tive profit as well as income, or for spec- 
ulative profit even in the absence of im- 
mediate income, we are forced to consider 
the fact,—which is so important in the 
stock market, and which is mentioned so 
often that we sometimes fear that some 
of our regular readers will become tired 
of hearing it,—that the stock market dis- 
counts: future prosperity and _ probable 
earnings, and that the more certainty there 
is with regard to these future earnings, 
the more rapidly they are likely to be 
discounted by an advance in the market 
price of the shares of the companies un- 
der consideration, and the earlier this 
discounting is likely to take place. 

Men who are closely connected with the 
operating end of the mining industry, 
and who are in the habit of giving little 
consideration to stock market activities, 
usually delay the longest in making up 
their minds that it is time to buy mining 
shares, and they are inclined to delay 
their decision until actual dividends are 
in sight, overlooking the fact that they 
will be compelled to pay considerably 
more for their shares in consideration of 
this certainty with regard to dividend 
dates, 


Increasing Consumption of Metals 


Most of the important metals have been 
consumed, from year to year, and from 





Will Mining Companies Prosper in 1922? 


The Outlook for Copper, Lead and Zinc—Are Mining Securities Attractive? 


By D. I. CASETT 


decade, in ever increasing 
quantities, and it is reasonable to sup- 
pose that this increase in consumption 
will proceed so long as our great indus- 
tries continue to expand, and new uses 
for metals multiply. 

One of the most important factors act- 
ing in favor of the mining industry dur- 
ing the past few weeks, is the advance 
in market prices for the metals. 

Recently, the prices of copper, lead, 
zinc and tin have all shown firmer ten- 
dencies, and the more favorable and 
hopeful turns that have been taking 
place in the adjustment of important 
political questions that are likely to 
have a bearing on the readjustment of 
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world economic conditions, make the 
outlook appear brighter. 


The Copper Outlook 


The price of copper continues to ad- 
vance, and there appears to be no dis- 
position on the part of the larger pro- 
ducers to shade prices. Furthermore, the 
belief is gradually gaining ground that 
many of the large producers that are shut 
down at present will be in no particular 
hurry to resume operations until they are 
sure that they can at once market their 
product at a profit. 

It is barely possible that many of these 
producers would be only too glad to see 
a situation develop wherein there would 
be an actual shortage of the metal for a 
brief period. Such a situation would 
have the effect of advancing the price 
firmly, and with less likelihood that it 
would react sharply, as it would have 
a tendency to do if substantial produc- 
tion were resumed prematurely. In 
spite of this, there is gossip to the ef- 
fect that some large companies are 
considering the advisability of reopen- 
ing their properties in April, 1922. 
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The Outlook for Lead 


The price of lead is 4.70c a lb. in 
New York, which is the official contract 
price of the American Smelting & Re- 
fining Company. There is a growing ten- 
dency toward much higher prices, and it 
is the general belief that heavy users of 
lead will soon begin to lay in supplies of 
the metal at current levels, in view of the 
probability that lead will be in much 
greater demand in the near future. 

The uses of lead are widely diversified, 
and it is one of the most useful base 
metals. Metallic lead is used in large 
quantities for lead cable, lead pipe, sheet 
lead, lead foil, lead shot, solder, babbitt 
metal, bearing metal, type metal, and in 
smaller quantities in brasses and other 
alloys. Lead is the most important con- 
stituent of many pigments and oxides. 
For example, about 15% of the lead pro- 
duced in the United States goes into 
white lead, which has been, and will con- 
tinue to be, in great' demand for painting 
and repainting new structures and build- 
ings that have been neglected during the 
past few years. The metal also goes into 
battery oxides, red lead, lead sulphate, 
glass oxides, rubber oxides, and many 
other oxides and chemicals. 

Mining operations in the important lead 
districts of the country indicate promising 
improvement in the lead mining indus- 
try, the scale of operations of various 
important companies varying all the way 
from 65% to 100% capacity. The gen- 
eral outlook for well established organ- 
izations engaged in the mining of lead 
and silver-lead ores is encouraging, 
and the listed shares of some of these 
companies are destined to gravitate 
upwards as consumption of the metal 
increases with the improvement in gen- 
eral industrial conditions. 


And for Zinc 


The outlook for zinc and zinc mining 
must be viewed optimistically from 
now on, for in view of the numerous 
important uses for zinc, it is apparent 
that the future demand is likely to be 
very great. Among the important uses 
of the metal are: galvanizing, brass- 
making, sheet-rolling, lead-desilveriza- 
tion, zinc casting, and many other 
purposes. 

The more important uses of such met- 
als as copper, lead and zinc, have come 
within the last forty or fifty years, and 
at the rate these uses are multiplying and 
increasing, the future demand will call 
for a production that is many times that 
of the past. With this probability in 
view, together with the knowledge that 

(Continued on page 283.) 














Anaconda Copper Mining Co. 





Anaconda Faces 


Prosperous Future. 


Destined to Profit Not Only from Higher Price 
for Copper, as Shortage Follows Present 
Surplus of the Metal, But Also from 
Its Various Diversified Indus- 


trial Activities 


By C. S. HARTLEIGH 


MNORNELIUS F. KELLY, president 
hp 1 the Anaconda Copper Mining 
Co., before a recent meeting of the 
\merican Institute of Mining and Metal- 
lurgical [ngineers, said: “The destiny of 
the mining business is linked up with the 
destiny of the world, and the destiny of 
the copper business is linked up with 
the progress of the world. Believing in 
the future, I am a bull on the mining situa- 
tion and the copper situation.” Although 
he thought that many political questions 
would have to be settled before industrial 
progress could be expected to regain its 
stride, he breathed a spirit of optimism, 
and prophesied an intensive industrial de- 
mand in the near future for copper and 
all its manufactured and semi-fabricated 
products 


Past No Criterion 


Mr. Kelly insisted that the past record 
was no mark for what the future would 
bring forth, at least so far as the con- 
sumption of copper was concerned, and 


that statistics with regard to the metal | 


were not safe unless considered in relation 
to other factors. For example, he pointed 
to the increased production and consump- 
tion of numerous other metals, and the 
increasing potential demand for copper 
for electrical equipment, and electrifica- 
tion projects. He expressed the opinion 
that the fear of overproduction on ac- 
count of the increase in productive capa- 
city during the war, was not warranted 
in the light of past and present production 
and consumption of the metal. 

It appears that about twenty years ago 
the total production of copper was about 
a billion pounds per annum, of which the 
United States produced 60%. In 1912, 
about two billion pounds of copper was 
produced, and the percentage supplied by 
this country remained at about 60%. In 
1916, under the forced-draught output de- 
manded by the government, the production 
was about three billion pounds, with our 
proportion still 60% of the total. The 
war dislocated the copper business, and 
fully 90% of the metal produced was for 
a time devoted to the manufacture of 
munitions. As a result of this intensive 
production during the war, and for a time 
following the armistice, an amazing stock 
of the metal was accumulated. 

At the end of the war, the stock of 
copper on hand was nearly 2,280,000,000 
pounds, and during 1919 and 1920 there 
was produced about 2,000,000,000 pounds 
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more. After add- 
ing stocks in the 
hands of _ the 
Government, and 
copper in the form of scrap, the supply of 
available metal must have been well over 
6,300,000,000 pounds, which was reduced to 
about 1,700,000,000 pounds by January 1, 
1921, indicating an apparent consumption 
over and above production of 2,300,000,- 
000 each year. This is more than in any 
year except 1915. The rapidity with 
which stocks of copper have been con- 
sumed, in spite of industrial depression, 
indicates that underlying conditions are 
basically sound in the copper industry, 
and the diversified uses for the metal 
make the future safe. 


What Anaconda Has Done 


Anaconda, along with other copper 
producers, has heretofore neglected the 
merchandising of copper, and has devoted 
its energies to perfecting its production 
operations, instead of building up its 
marketing activities. This condition is 
being rectified, and plans are being rap- 
idly developed with a view to the efficient 
disposal of the company’s metal, and its 
numerous manufactured products. 

The company has been quite active 
recently in developing plans to market 
its manufactured and_ semi-fabricated 
products, Furthermore, it is not only 
co-operating with the Copper & Brass 
Research Association with a view to 
widening the commercial applications of 
copper and zinc, but it is developing a 
campaign in the interests of its own par- 
ticular products. Its propaganda will set 
forth the advantages of copper and zinc 
shingles over those made of tile, and the 
advantage of their lighter weight will be 
emphasized, especially where high freight 
charges are an important factor. Copper 
and zinc will be recommended wherever 
they can displace galvanized iron, and par- 
ticularly in combination with asbestos for 
roofing purposes. 

By means of a popular advertising 
campaign, and numerous selling agencies, 
which will be developed as service sta- 
tions, Anaconda will make every effort 
to place its products directly in the hands 
of the consumer wherever possible. All 
its products have a high reputation and 
the company will be in a position to 
market its goods with reliable guarantees 
as to quality and performance. 

Its copper rod and wire mill at Great 








Shaft at Anaconda’s “Original”? Mine 


balls is the most modern and efficient 
plant of its kind in the United States, 
and its wire finds a profitable market 
from Pennsylvania to California. The 
outlook for this end of the company’s 
business is particularly bright, in view 
of the accumulating potential demand for 
heavy electrical equipment of all kinds, 
and the probable increased demand in 
the near future for copper and copper 
wire in connection with many important 
electrification plans for transportation 
systems, and electrical equipment in con- 
nection with super-power schemes, The 
importance of this phase of industrial 
development suggests that although Ana- 
conda is sure to be a favored beneficiary, 
many benefits will accrue to the various 
manufacturers of heavy electrical equip- 
ment such as Allis-Chalmers and West- 
inghouse. 


The Company’s New Enterprises 


It is time that the public began to 
have a conception of the newer industrial 
enterprises in which the company is des- 
tined to become very active. For exam- 
ple, the company’s fertilizer industry is 
destined to expand into one of great im- 
portance and permanence. Sometime ago 
it completed an initial plant for the manu- 
facture of fertilizer having three times 
the strength of any fertilizer produced 
elsewhere, and this new product will be 
marketable at a profit as far east as the 
Chicago district, if not in Indiana, and 
possibly Ohio. 

The fact should not be overlooked that 
the company is one of the greatest silver 
producers, that its output of gold is sub- 
stantial, and that at times during the 
past year it has produced more zinc than 
copper. Its electrolytic zinc was always 
in good demand, and commanded a pre- 
mium over the market price for ordinary 
brands of the metal. 

In its numerous mines it maintains 
large reserves of ore of all kinds, and 
recent deep level development has opened ° 
strong veins of high grade copper ore at 
a depth of several hundred feet below 
any other underground workings, These 
later discoveries only serve to establish 
confidence in the further successful devel- 
opment of high grade ore bodies through- 


(Continued on page 288.) 
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A Company That Has Suffered Reverses 


A. G. W. I’s Oil Subsidiary Encountered Many Obstacles—What Will Probably Have to Be Done 


HE war had brought great earnings 
and strength to the shipping in- 
dustry. The Atlantic Gulf & 

West Indies Steamship Lines had accum- 
ulated at the beginning of 1919 a surplus 
of over 20 million dollars, This money 
was to be used in an oil adventure of 
great magnitude. 

Joseph F. Guffey, who was prominent 
as a political leader under the Wilson ad- 
ministration, and who had attained a prom- 
inent position jn Pittsburgh oil and gas 
circles, was chosen to head the new oil 
subsidiary of the Atlantic Gulf & West 
Indies Lines. This new subsidiary was 
called the Atlantic Gulf Oil Corporation, 
and was incorporated in Virginia with a 
capital stock of 20 million dollars, $100 
par value. 

Stock Never Listed 

The stock was never listed on either 
the New York Stock Exchange or the 
Curb. An agreement was made with the 
Compania Petrolera de Tepetate in Tam- 
pico, to take over its oil properties in the 
Southern oil fields near Tampico, its fran- 
chise for a pipe-line to the coast and a 
terminal site in Tecomate, Port Lobos. 
The Atlantic Gulf & West Indies Co. 
turned over to the owners of the old 
Tepetate Co. 461%4% of the stock and kept 
534% in its own treasury. Three Mex- 
ican companies were formed to take care 
of the three departments, production and 
refining, pipe-line transportation and ship- 
ping of the crude, fuel oil and distillate. 

They were the Compania Refinadora 
del Agwi, the Compania Oleoductos del 
Agwi, and the Compania Terminal del 
Agwi. These three companies, originally 
formed for reasons of administration and 
taxation, were only recently united into 
one Mexican company, called the Com- 
pania Petrolera del Agwi. 

The Tepetate company had one well 
completed in Tepetate and two wells on 
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lot 251, Amatlan. The potential produc- 
tion of these wells, considered to be among 
the biggest ones in Mexico, was heralded 
at 120,000 barrels each for the two Amat- 
lan wells, good for several years to come. 


Extensive Construction Work 


An extensive construction program had 
to be worked out, comprising two large 
pumping stations and two 10-inch pipe- 
lines to a terminal and sea-loading station 
in connection with a 30,000 barrel refinery 
at Tecomate. The A, G. W. I. contracted 
for 14 large tankers of from 10,000 to 
14,500 tons capacity at a peak price for 
tonnage, to carry the oil from these wells, 
and the refinery to the States and abroad. 

Several other subsidiaries were formed 
by the holding company, like the Agwi 
Trading Corporation, as a sales organiza- 
tion, the Agwi Petroleum Corporation, 
Ltd., for England, the Compagnie Fran- 
caise Atlantique des Mazouts et Petroles 
as the refining and sales organization; 
and the Compagnie Francaise de Trans- 
port dez Mazout et Petroles as the pipe- 
line transportation subsidiary for France, 
both of the two latter companies forming 
a large financial construction enterprise 
for themselves. They all were supposed 
to get their oil from these Mexican prop- 
erties. 

Ever since the organization of the oil 
subsidiary, the Atlantic Gulf Oil Corpora- 
tion, the Atlantic Gulf & West Indies Co., 
although holding only 533%4% of the stock, 
has been identified with the rise and fall 
of this subsidiary and the stock of the 
A. G. W. I. has fluctuated as a result 
more like an oil stock than a steamship 
stock, 

The Agwi never put its holdings of the 
oil corporation stock on the market. To 
cover the original construction program 
in Mexico, 10-million sinking fund first 
lien 6% bonds, ten years, were authorized 


and 5-million were issued, and when this 
money proved to be insufficient, another 
2% million 6% second mortgage bonds 
were issued. None of these bonds were 
sold on the market. 


Unexpected Developments in Mexico 

The developments in Mexico, especially 
the necessity of developing additional 
production when the Amatlan wells began 
to fail much sooner than had been ex- 
pected, forced the Agwi to extend addi- 
tional loans up to two million dollars to 
the oil corporation, besides reinvesting all 
of the earnings in construction. In March, 
1920, the minority stockholders, i. e., the 
owners of the old Tepetate Company, 
placed through a New York banking house 
25,000 shares of their holdings on the 
market at $87.50. This stock reached the 
high spot of 90 in April, 1920, fell to 65 
in November and started the year 1921 
at 67%. It has fallen ever since and re- 
cently stock was offered as low as $12%4. 
This stock never was very active. The 
history of the Atlantic Guif Oil Corpora- 
tion is a series of reverses. The company 
had in the beginning as prosperous an 
outlook as any other company in Mexico. 
It was mismanaged. Lack of co-operation 
between Tampico and New York, unwill- 
ingness of the executives to heed the warn- 
ings and the advice of the few experienced 
oil men in the organization, led to its 
present condition. Another serious handi- 
cap was the strong antagonism toward 
this association of the other oil companies 
operating in Mexico, brought about by 
unfortunate political connections which 
were directed towards confiscation of 
properties in favor of the Agwi com- 
panies. 

What Might Have Been Done 

There is no doubt that costly and 
almost disastrous sales contracts at a 
time when high earnings were possible, 








ASSETS. 
Capital Assets: 


Current Assets: 
receivable, cash, etc, 


Deferred Charges: 
, salaries, 








This Balance Sheet shows a Net Profit of $1,539,679 or per share $7.70. 


Investment for property, pipeline, terminal, top- 
ping plant, drilling rigs, etc.............. 


Material and supplies, crude oil stored, accounts 


insurance, eto........... 


ATLANTIC GULF OIL CORPORATION AND SUBSIDIARY COMPANIES 
CONSOLIDATED 


BALANCE SHEET, MARCH, 


SE SEE . cacdunrecucnpeenesncceoseveseeceessecestes $20,000, 000.00 
oneal $31,325, 252.79 Capital stock subsidiary companies ...................... 
Bonded Debt—Ist Hien 6 6% bonds, —~} ro inscs6eeesseme 
Less in treasury, $5,000,000 ............... 5,000,000.00 
eames 6,850, 720,37 Bnd lien 6% bonds...............0200+++++ 28,500,000,00 
= 913,250.20 $27,500,900,00 
Current Liabilities: 
owesil $39,089, 223.36 Royalties, duties, interests, taxes, loans, eto............  6,404,482,63 
Reserves—For depreciation ...... 2.2.66... csccaecccceeeees . 
Profit and loss ......... 929, 
ws March 81, 1981 ............ , 687. 
Profit and loss Dec. ~ ms RE 886,822.01 
Income to Maroh 81, 1081 ...............00+5. 2,427,068.48 


1921, 
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would have been avoided by experienced 
men. Proper management would have 
stopped extended delays and heavy short- 
ages by improvements in handling mate- 
rial, and by doing away with an overhead 
which was startling, even for a Mexican 
concern, 

The optimism in judging the life and 
production of their first wells prevented 
a timely, conservative, far seeing produc- 
tion campaign. It is a true and alto- 
gether wonderful fact, that the original 
2 wells on lot 251 are still producing, 
of course at a very reduced capacity, of 
about 800 bbls. each per day; however, 
the well in Chiconcillo (Tepetate) never 
gave a drop of oil; a gusher on lot 159, 
Chinampa, reported in December, 1919, at 
75,000 bbls., was allowed to act as a gas 
reservoir for all the surrounding wells 
and when it was finally connected with a 
pipeljne and opened in October, 1920, 
proved to be an enormous gas well with 
no oil. The 2 wells on lot 162, in the 
Zacamixtle district, were destroyed with 
the rest of the surrounding production by 
the disastrous fire last July and the fol- 
lowing flood of salt water. Therefore, it 
is not surprising that when the facilities 
for pipelines, terminals and a refinery were 
completed to handle 100,000 bbls. of oil 
a day, the production had dropped to 
half that amount, and fell during the last 
few months as low as 10,000 bbls. a day, 
necessitating cancellation of good con- 


tracts and naturally loss of earnings. 

It is unfortunate that this policy pre- 
vents the company from participating in 
the present rise of the oil business and 
forces them to buy oil at high cost in the 
open market, while a few months ago, 
during the oil slump, instead of storing 
the surplus oil, it was sold to large com- 
petitors: in Mexico at a ridiculously low 
figure. 


Present Production and Outlook 


The present production of the Atlantic 
Gulf Oil Corporation is about 20,000 bar- 
rels a day from its own wells and can 
be increased to 27,000 to 30,000 barrels a 
day through purchase from some inde- 
pendent producers without pipeline facil- 
ities. However, this production is more 
or less uncertain. The company has 
leased about 20,000 acres, some of which 
property has no more value, being in the 
salt-water district; a great part of this 
acreage has to be proven first and can be 
only considered as _ wildcat territory. 
This acreage is distributed over the States 
of Vera Cruz, Tamaulipas and Nuevo 
Leon. The development of these prop- 
erties will necessitate quick action in 
drilling and probably additional construc- 
tion of pipelines and terminals, otherwise 
the present production will be exhausted 
before new wells can be opened. The 
operating facilities are equal to the best 
ones in Mexico. Two complete pumping 


stations in the field can pump 100,000 bar- 
rels of crude oil daily through two 10” 
pipelines over a distance of 27%4 miles 
to the Tankfarm at the Tecomate Ter- 
minal, Port Lobos. The modern Topping 
Plant at this terminal can handle 15,000 
barrels crude a day and produce 12,000 
barrels of fuel oil; storage is provided for 
495,000 barrels of crude, 165,000 barrels 
of fuel oi] and 75,000 barrels of distillate. 
The sea loading station can load two 
tankers simultaneously at the rate of 5,- 
000 barrels per hour. 

The company owns also warehouses 
and wharves in Tampico and in the field 
and operates a number of power barges, 
trucks and tractors for the transportation 
of material. 

Conclusion 

There is an investment of over 12 mil- 
lion dollars in these Mexican properties 
and it will take careful and shrewd financ 
ing, a clear vision and understanding of 
the oil business, in order to provide for 
sufficient production to keep the equip- 
ment operating at full capacity,and a rea- 
sonable overhead and form a sales policy, 
which will provide for sufficient earnings, 
to enable the payment of dividends 
There are only a few stockholders of the 
Atlantic Gulf Oil Corporation; the owner 
of Atlantic Gulf & West Indies Steam- 
ship stock is really the one most directly 
concerned in the Atlantic Gulf Oil Corpo- 
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UNITED OIL PRODUCING CORP’N. 


Q.—I am interested in United Oil Producing 


Co. 8s. I understand the advance in the price 
of oil has increased the interest s there” good 
Please explain how this works. n g ere good 
seeurey behind these bonds?—R. , Detroit, 


Mich 





A.—United Oil Producing Corporation first 
lien participating production gold 8s due July 
25, 1931, depend upon the price of Mid-Con- 
tinent crude oil for any interest received in 
excess of 8%. For each $1,000 of these bonds 
outstanding, an amount (payable the 20th of each 
month) equal to the full market price of 90 
barrels of Mid-Continent petroleum oil per an- 
num, prorated monthly, constitutes a special fund 
to be applied to payment of interest on these 
bonds. This fund to be distributed to bond- 
holders at the end of each six months’ period 
as interest, 

The interest is limited to 204% per annum, 
which would be the yield with oil selling at 

2.25 per barrel. Should he prin of oil average 
more than $2.25 per barrel for the six months’ 
period, the excess is to be transferred to the 
sinking fund. 

Mid-Continent oil at $1.00 per bbl. will net 
bondholder 9% per annum; id-Continent oil 
it $1.25 per bbl. will net bondholder 114% 
per annum; Mid-Continent oil at $1.50 per bbl. 
will net bondholder 134% per annum; Mid- 
Continent oil at $1.75 per bbl. will not bond- 
holder 154% per annum; Mid-Continent oil at 

2.00 per bbl. will net bondholder 18% per an- 
num; Mid-Continent oil at $2.25 per bbl. will 
net bondholder 20%% per annum. 

The bonds are guaranteed principal and in- 
terest by the Imperial Oil Corp. They are 
secured by pledge of the entire capital stock 
of the Eureka Producing Co. Also secured on 
all the company’s properties now owned or here- 
after acquired. 

This property includes proven oil producing 
properties in the Mid-Continent Oil Reid with 
a present production of 8,000 barrels of crude 
oil daily. The bonds, in our opinion, can be 
regarded as an attractive business man’s invest- 
ment. For each $1,000 bond outstanding the 
proceeds of the sale of 100 barrels of oil per 
innum goes to the sinking fund 





NEW YORK TRANSIT 
A Good Investment? 
O.—Ils New York Transit Co. stock a good 


investment? Does it pay extra dividends?— 
HL , Clarksburg, Va 





A.—New York Transit Company, for the yea 
ended December 31, 1920, earned 12.88% on its 
stock as against 20.67% in 1919. The balance 
sheet as of December 31, 1920, shows a strong 
financial condition with current assets of $6,379,- 
00, as against current liabilities of only $2,400,- 
000. Capitalization consists of $5,000, 000 stock, 
par $100. There is no funded debt. 

he stock is paying dividends at the rate 
of 16% per annum, but extras are paid from 
time to time. In 1917 4% extra was paid; in 
1918 6% extra, and in 1920 4% extra. 

The company owns and operates a tri - 
six-inch pipe ine, a of handling forty- 
thousand barrels per day, about three hundred 
miles, extendin rom Olean, N. Y., to Union- 
ville, ‘Also from Unionville to Bayonne, 

Joo and under the Hudson River to New 
York city. This stock can be regarded as an 
ittractive oil investment. 





SINCLAIR OIL 
Why Hasn’t It Advanced? 


O.—Sinclair Oil has not advanced as much 
as many other oil stocks recently. I hold some 
of this stock and would like your advice as to 
whether it has good possibilities of going higher. 
Will dividends be ae at in_ cash shortly? 
What are the ecarnings?—J. T. C., Philadelphia, 


fa, 





i.—Sinclair Consolidated for the six months 
ended June 30, 1921, reported earnings of 60 
cents on its common stock. This, however, was 
ofter dodarting $6,100,000 fer inventory adjust- 
ment and loss on crude oil. 

The recent advance in the price of crude oil 
has materially helped this company and it will be 
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Answers to Inquiries 


On Oil Securities 


able to show good profits in the second six 
months from earnings, and also from the fact 
that it will be able to mark inventory up again. 

Capitalization of the company appears to be 
rather heavy. Funded debt is $53,713,229. 
There are 3,909,944 shares of no par value out- 
standing. As of December 31, 1920, the com- 
pany had a working capital of $53,789,636. 

Believe the stock has fair possibilities of 
working higher. 

It is not generally expected that cash divi- 
dends on the stock will be resumed very soon 
for the reason that the comgany has heavy 
sinking fund requirements, and is likely to con- 
serve its cash resources. 


WHITE OIL 
Bought at Higher Prices 


Q.—I have some White Oil stock purchased at 
much higher prices. Do you believe it advi- 
— for me to hold on?—F. D. J., Harrisburg, 

a. 





A,—White Oil Corp., for the six months ended 
June 30, 1921, reported earnings of 37 cents per 
Share on its stock, but this apparently was before 
qodeeting anything for depletion or deprecia- 
tion. he company has about 250 producing 
wells aan in 1,479,987 barrels of oil 
was produced. The balance sheet as of March 
31, 1921 shows current liabilities of $3,167,000 
and current assets of $8,000,000, Capitalization 
consists of $2,018,178 funded debt and 681,965 
shares of common stock no par value. 

The recent advance in the price of crude oil 
has been of material benefit to this company 
as it is a large producer. Everything considered, 
we are of the opinion that it would be advisable 
for you to hold your stock. 


HAS $10,000 FOR S. O. STOCKS 
Which Should He Select? 
Q.—I contemplate putting about $10,000 into 


Standard Oil stocks, which of these would you 
suggest?—C, B. W., Kingston, Pa. 





!.—While some of the Standard Oil stocks 
may sell substantially higher, for example— 
Standard Oil of New Jersey—and all are doubt- 
less worth the price, it should be remembered 
that many of these stocks have had a very 
considerable advance and it does not usually pay 
to buy on the big advances. 

The following issues seem to have great 
merit and have not advanced in proportion, 
They would seem to be suitable for a long pull 
investment. 

Anglo-American Oil which sells on the curb 
cous 21. The company has substantial possi- 
bi ities. 

Imperial Oil of Canada also has very good 
vossibilities and sells on the curb around 106. 
his is the operating subsidiary of the Standard 
Oil of New Jersey in Canada. The company is 
pursuing a very aggressive policy and we be- 
lieve that ultimately this stoc ous sell much 
higher. It has a par value of $25 and pays 
75 cents quarterly with extras. 

Standard Oil of New York is in line for big 
developments and much better prices in our 
opinion. 

We also favor Standard Oil of California 
around 90 which pays $1 quarterly and Standard 
Oil of Indiana on the curb around 88 which 
pays the same dividend as Standard Oil of Cali- 
fornia. 


NOBLE OIL & GAS 
Its Properties 
Q.—I would like your opinion on oy ge 


& Gas. Has it good properties?—B. E., Di 
troit, Mich. . 





-Noble Oil & Gas owns 31,000 acres and 
niet in Kansas, Oklahoma, Texas and Louisi- 
ana, of which 4,971 acres are producing. There 
are about 290 producin oil wells. The company 
has a large casing-head gasoline plant at Burk- 
burnett, Texas with a capacity of 50,000 gallons 
of gasoline per day; also a gasoline plant at 
Quay, Oklahoma and operates 502 tank cars. 
In December 1920 it was reported that the com- 
pany was making 165,000 gallons of commercial 
gasoline per day. 

Capitalization consists of $3,000,000 Ist mtge. 





8% bonds, $1,000,000 preferred stock par value 
$1 and $10,715,000 common par $1. For the 
year ended Dec. 31, 1920 the company reported 
operating income of $2,704,058. alance sheet 
as of Dec. 31, 1920 showed current assets of 
$2,000,000 as against current liabilities of $1,- 
300,000, 

This company undoubtedly has valuable prop 
erties and its stock can be regarded as a fairly 
attractive oil speculation. 





MERRITT OIL 
Can Output Be Maintained? 


Q.—I am interested in Merritt Oil and would 


like to have your opinion on it. Understand 
that the company has a good production at 
the present time. Do you believe that the 


properties have good future possibilities and that 
the company will be able to maintain its present 
utput?—S. R. W., Sistersville, W. Va. 





1.—Merritt oS for the year ended Dec. 31, 
1920 earned $1.20 a share on its 780,000 shares 


of stock. This was after deducting $1,390,282 
for depreciation. During . ree portion ot 
1920 the company received 75 per barrel for 
its oil, The price of Big Madde oil dropped 


this year to a low of 50-cents a barrel, but is 
now selling well over $1. 

The company is in excellent financial cond 
tion with a working capital of over $1,500,000 
Production at the present time is somewher« 
between 4,000 and 4,500 barrels per day 

The company owns a solid block of 6,628 acres 
in the Big Muddy field, Wyoming ‘of. which 
3,500 are considered absolutely proven. There 
is every reason for believing that this company 
will be able to maintain its present output and 
perhaps increase it for many years to come. 

At present prices, the stock looks attractive. 


MERIDIAN PETROLEUM 
Its 8% Bonds 


Q.—Are Meridian Petroleum Ss well secured 
and a desirable investment.—Il . C., Portland, 
Maine. 

A.—Meridian Petroleum Ist mortgage 8s ap 
pear to be reasonably well secured. They fall 
due $100,000 quarterly from Oct. 1, 1921, to 
om 21, 1925 and $110,000 quarterly from April 

1925 to July 1, 1927. Net tangible assets 
2. equivalent to not less than 5 times all out 
standing bonds and must be maintained during 
the life of this issue They are secured by 
a first mortgage on all the property of the com 


pany For the year ended Dec. 31, 1920, the 
company reported net profits of $1,076,827. The 
company has more than 600 producing wells with 


a total production of about 2,000 barrels pe 
day. These bonds appear to us to be a good 
business man’s investment. 


MIDDLE STATES OIL 
Investment or Speculation? 
QO.—Do you regard Middle Stutes Oii as an in 


vestment or speculation and will you please let my 
know what the company is earning at the present 


time and also some particulars as tv it re 
duction?—F, D. K. 

A.—Middle States Oil Corp. for six months 
ended June 30, 1921, earned $2.06 per share on its 


1,470,000 shares of stock 


outstanding hese 


earnings, of course, were before deducting any 
thing for depletion. In view of the fact, how 
ever, that these earnings were made over a period 
when a very low price prevailed for oil they can 
he regarded as very satisfactory. As Middl 


States Oil is a large producer the recent advance 
in the price of crude oil has been of material 
henefit to this company and we hardly think that 
the recent advamce in the price of the stock has 
been sufficient to discount the imprived pesition 
of the company. 

Middle States stock in our opinion must be 
regarded as speculative. A good deal of its large 
earnings have heen from what is krfown as 
“flush production.” The company has been pretty 
active in drilling campaigns and the new wells 
being constantly brought in maintained the pro- 
duction of the company at a high level. Produc 
tion at the present time is said to be in the neigh- 
borhood of 12,800 barrels daily. 


THE MAGAZINE OF WALL STREET 









a «& fm & =e ——_ 


ene ont GO Ge 


~ 


—— & 


lue 
the 
ted 
eet 

ot 


$1,- 


op 
rly 


uld 


nd 
the 


pnt 


iS 
is 





Public Utilities 








Philadelphia Company 





Outlook for Philadelphia Company’s Securities 


Industrial and Financial Prospects of One of Our Oldest Utilities 


TTSBURGH as everybody knows is 
one of the greatest industrial centers 
in the world. While it is known as a 
steel town, a great variety of industries is 
located there. Philadelphia Co. controls 
about 90% of the public utility business 
of Pittsburgh and vicinity, serving a pop- 
ulation of over 1,500,000. In view of the 
enormous plant investments in this city it 
is hardly within the bounds of possibility 
that there could be any important de- 
crease in the manufacturing industries of 
Pittsburgh. If one can count on anything, 
it is safe to say that Pittsburgh is bound 
to grow. 

Philadelphia and its subsidiaries own 
400,000 acres of gas and oil rights in 
Pennsylvania and West Virginia, of this 
about 230,000 have yet to be exploited. 
Through its owned and controlled lines 
the company supplies nearly all the fuel 
gas consumed in the city of Pittsburgh 
and the towns -along the Monongahela 
and Allegheny rivers. Over 2,000 natural 
gas wells are connected to its mains. The 
average life of a gas well is about five 
years, although some of the company’s 
wells have been delivering gas for twenty 
years. While the company’s large acre- 
age should enable it to keep up its pres- 
ent production of natural gas for a good 
many years to come, provision is already 
being made for the future by the erection 
of artificial gas plants. 


Philadelphia Companies’ Activities 


Lack of space prevents a comprehensive 
description of the various subsidiaries of 
Philadelphia Co. One of the most impor- 


By FREDERICK LEWIS 


tant is the Philadelphia Oil Co., whose 
entire common stock is owned by the for- 
mer company. This company has ex- 
panded rapidly in the past few years and 
prospects for increased future earnings are 
bright. The oil properties are in Penn- 
sylvania, West Virginia and Kentucky. 
There are about 150 producing wells and 
net earnings have in the past few years 
averaged around $1,000,000 per annum. 

Next to Philadelphia Co.’s natural gas 
business the most important branch of 
its activities is the electrical department 
and there is good reason for believing 
that the greatest future possibilities of the 
company is in this branch. The Pitts- 
burgh district is most admirably suited 
for the use of electrical power and the 
large plants in that territory use all the 
electrical energy that the company can 
supply and could easily consume as much 
more if the company could supply it. 
The most important electrical subsidiary 
is the Duquesne Light Co. The property 
of this subsidiary includes two of the larg- 
est and most modern electric power plants 
in the country, the Brunot Island Plant 
and the Colfax Power Plant. The latter 
plant has only recently been put into op 
eration and its output will undoubtedly 
be increased from time to time, as it is 
admirably situated as to coal and water 
supply. In 1920 the electric department 
reported net earnings of $4,810,000, this 
compares with only $2,812,153 for the year 
nded March 31, 1918. For the year 1921 
net earnings are expected to reach $5,- 
500,000. It can be seen that this is a 
rapidly growing business. 


One Unprofitable Investment 


One unprofitable investment of Phila- 
delphia Co. was the Pittsburgh Railways 
Co. whose entire capital stock is owned by 
the former. This company was placed in 
the hands of a receiver in April, 1918. 
\ proposed plan of reorganization formu- 
lated by the city and the company pro- 
vides for a capitalization of $62,000,000 on 
which the company will be permitted to 
earn yearly $3,750,000 (6%) for a period 
of ten years. If this plan goes through 
it will bring Philadelphia Co, returns on 
an investment that has paid nothing for 
several years. 

For the first half of the current year 
Philadelphia Co. earned its dividend re- 
quirements with a small margin to spare. 
Monthly figures, however, furnish no ac- 
curate basis for computing the twelve 
months’ figures, as large earnings are 
made in the cold months when demand 
for domestic consumers is large. The 
company has, however, recently furnished 
figures covering the twelve months ended 
\ugust 31, 1921, which show about 64% 
earned on the stock, as compared with 
10.80% earned in the year ended Decem- 
er 31, 1920. The twelve months ended 
\ugust 31, 1921 covers a period of severe 
depression in the Pittsburgh district and 
under the circumstances would appear to 
be a very fair showing. The accompany- 
ing graph gives a good indication of how 
dividends have been covered in recent 
years. 

As is usual with most public utilities 


(Continued on page 294.) 
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Market Street Railway's Prospects 


Reorganized Company on Real Values Behind Securities—Bonds Appear Attractive 


nally formed in 1893 as a consolida- 
tion of eleven companies operating 
in and around San Francisco. In 1902 all 
of its assets were sold to the United Rail- 
roads of San Francisco. The latter com- 
pany-was reorganized in April of this year 
and the Market Street Railway now 
operates all of that company’s properties. 
Capitalization of the United Railroads 
of San Francisco was undoubtedly very 
high and it has been materially cut down 
under the reorganization. Funded debt 
was reduced from $40,000,000 to $15,000,- 
000 and total capitalization from $82,000,- 
000 to $47,000,000. At the present time 
there are $10,004,000 Ist mortgage 5% 
bonds outstanding due Sept. 1, 1924 and 
$4,922,000 6% collateral trust notes, also 
due 1924. 


Mi ratty to Street Railway was origi- 


Valuation of Property 


Recently City Engineer O’Shaugnessy 
of San Francisco made a report on the 
valuation of the property of this company. 
The report was made at the request of 
the Board of Supervisors and may be 
preliminary to the adoption of an or- 
dinanze by the Board calling for a refer- 
endum on the purchase of the properties. 
This, if done, would be under Charter 
Amendment No, 30, enabling the city to 
acquire public utility properties and pay 
for same out of earnings, In November, 
a resolution was introduced by Super- 
visor Hayden at a meeting of the Board 
of Supervisors, urging the purchase of 
the City’s transportation system. The reso- 
lution was referred to the Public Utilities 
Commission. 

At present the City of San Francisco 
is operating a municipal line in competi- 
tion with the Market Street Railway, It 
is not as successful from an earnings 
standpoint as the latter and this is one 
reason why the city is inclined to unify the 
lines. 

Mr. O’Shaughnessy in his report says 
that “In my judgment it is conservative 
to state that the reproduction cost, new, 
less depreciation of this property as of 
to-day, cannot be less than $35,000,000. 
Taking into consideration all of the ele- 
ments entering into the problem, I have 
determined that the fair price that the 
city should pay for all of the properties 
of this company, including both physical 
properties and the future earnings, is $40,- 
000,000.” 

Reports on valuation of the property 
had previously been made by the com- 
pany’s engineers and the California Rail- 
road Commission. That of the latter, 
representing physical valuation only, was 
$41,424,961. The company’s engineers on 
the same basis arrived at a valuation ot 
$51,856,218. 

In view of the fact that the total 
capitalization of the company is now 
only $47,000,000 it can be seen that 
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there is real value behind the securities, 
based on valuation reports by three dif- 
ferent groups. 


Earnings on Present Capitalization 


Earnings of the United Railroads of 
San Francisco for the year 1920 were, if 
applied to the present capitalization of the 
Market Street Railway, sufficient to pay 
interest charges, 6% on the prior prefer- 
ence stock, 6% on the preferred stock and 
leave a balance equal to 3% on the second 
preferred. Earnings for the current year 
have not been quite as good but, based 
on the results for the seven months ended 
Oct. 21, the company’s earnings for twelve 
months should show the dividends on the 
prior preference stock and the preferred 
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stock covered with a small margin over. 
The accompanying graph shows how these 
estimated earnings would cover interest 
and dividend requirements. 

An important point to consider in re- 
gard to the earnings is that they have 
been made on a five-cent fare. A wage 
reduction was put into effect in Septem- 
ber and the benefit of this was therefore 
only felt in the last two months of the 
seven months which have been used as a 
basis for estimating annual earnings. In 
the estimate, however, this is taken into 
consideration. 


Outlook for Securities 

There is $11,750,000 prior preference 
stock outstanding. This stock is entitled 
to cumulative dividends at the rate of 
6% per annum and in view of the fact 
that the dividend is being earned with a 
substantial margin to spare, there appears 
good ground for the belief that dividends 
can be started in the near future, although 
they may not be initiated at a rate as high 
as 6%. One factor that might operate 
against a resumption of dividends is the 
early maturity of the company’s bonds 
and notes, which fall due in 1924, It is 
believed, however, that if the company can 
continue to demonstrate as good an earn- 
ing power as it has so far, no difficulty 
should be experienced in refunding these 
securities when they fall due. With op- 
erating costs coming down, as a result of 
the lower prices for materials and labor, 
there does not appear to be any good 
reason why the company should not be 
able to show at least, as good an earning 
power in the future as it is showing now. 
Of course if the city takes over the prop- 
erty the company will not have to worry 
about its bond maturities. 

The first consolidated mortgage 5s, of 
which there are $10,004,000 outstanding, 
are secured by a mortgage on all the 
property rights and franchises of the 
company. A sinking fund provides for 
the retirement of $160,000 annually. $5,- 
200,000 of bonds, in addition to above, are 
pledged as security under the company’s 
$4,900,000 6% notes. These bonds are 
listed on the New York Stock Exchange 
and at the present time are selling around 
82. If retired at par at maturity the 
yield at present prices is about 12%. 
In view of the fact that current earnings 
are at the rate of over three times the 
interest charges, it would appear that 
this issue is well worth the consideration 
of the investor. 

Dividends? 

At present prices of around 34 the 
prior preference stock has attractive specu- 
lative possibilities, Of course there is the 
possibility of the company deciding to 
withhold dividends in order to strengthen 
the financial condition of the company. 
While this policy might be pursued be- 
cause of the early maturity of the bond 
issues, it is generally thought that a small 
dividend will be forthcoming soon. As a 
long pull proposition, however, this stock 
on the known facts should work out very 
well indeed. ‘ 

As regards the preferred stock, the 
second preferred stock and the common, 
these issues are undoubtedly a long way 
from dividends, especially as the prior 
preference stock is cumulative. . The pre- 
ferred stock is also cumulative and this 
feature makes the second preferred and 
common unattractive even for a very 
long pull, There would appear to be 
some chance in the future for the preferrea 
but it looks like a rather long wait. 
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~ Business Conditions a Little Quieter 


Year-End Adjustment Causes Temporary Slump in Trade and Industry 





STEEL 











New Business Declines 


As indicated by the recent figures on 
unfilled orders, new business has shown 
a tendency to fall off. The mills, how- 
ever, are running at a fairly satisfactory 
rate, being employed on the filling of ac- 
cumulated orders. Independents are work- 
ing at about 45% and the leading interest 
at probably 50%. All mills are counting 
on a genuine revival of business during 
the first quarter of the year. Under pres- 
ent conditions, however, competition for 
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the business offered is intense and prices 
are weak. 

Railroads are not buying quite so heav- 
ily as during the past few weeks but 
are expected to come into the market 
after the first of the year. The oil in- 
terests act as a supporting factor as their 
orders have been large. Structural steel 
has quieted down but new business is in 
sight and improvement will soon show it- 
self. 

Light steel products are not so active 
and there have been instances of lower 
prices. Tin-plate, however, keeps the 
mills well occupied, most of the mills in 
the Pittsburgh district having sufficient 
orders on hand to maintain operations 
at around 80%. 

Pig iron demand is off and no im- 
provement is looked for until the end of 
the year. Revival of activity in railroad 
shops after the first of the year should 
help this market. Despite the increase 
in production, there has been no change 
in the statistical position with the output 
being well absorbed and stocks on hand 
at fairly low figures. Prices however are 
rather weak but should strengthen with 


for DECEMBER 24, 192i 


— —— 


| 
| 
| 
| 








SPOT PRICES OF LEADING 
COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 


——— -1921 

High Low Last* 
Steel (1) $43.50 $29.00 $29.50 
Pig Iron (2).. . 80.00 18,00 19,00 
Copper (3) . 018% O11 0.13% 
Petroleum (4) .... 6.10 2.25 4.00 
Coal (5) ......... 8,00 1,80 2.00 
Cotton (6) 0.21% 0,11 0.17% 
Wheat (7) os 04 1,08 1.17 
Pe See accoceese 0.70% 0.44 0.46 
Hogs (8) ....... - O.11% 0.06% 0.07% 
Steers (10) 0.11% 0.08% 0.09 
Coffee (11) , 0.094, 0.05%, 0.09% 
Rubber (12) . 0.23 0.14 0.22 
Wool (18) ... -. 0,48 0.43 0.44 
Tobacco (14) ..... 0,25 0.15 0.18 
Sugar (15) ... 0.06% 0.08% 0.03% 
Sugar (16) 0.08% 0.05% 0.05% 
Paper (17) 0.06% 0.038% 0.038% 

*December 15. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
ce. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No, 11, $ per ton; (6) Spot, 
New York, oc. per pound; (7) No, 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
©, per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, co. per Ib.; 
(18) Ohio, Delaine, unwashed, oc. per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw, Cubas 96° Full Duty, o. per 
Ib.; (16) Refined, co. per Ib.; (17) News- 
print per carload roll, c, per Ib. 





THE TREND 


STEEL—Volume of business declines 
but mills are well occupied in filling 
accumulated orders. Prices are 
rather weak under the existing com- 
petition for new business. A larger 
amount of buying is in prospect with 
the turn of the year. 


METALS—Temporary slump in copper 
but market holds firm. Statistical 
position better and with the pro- 
ducing interests in control a higher 
- is looked for. Other metals 


COAL—Extremely depressed. Indus- 
trial and household buying at mini- 
mum and prices at lowest. - 
tion shows large decline. Immediate 
outlook not promising. 


OIL—Irregular conditions with gasolene 
consumption slightly lower. Other 
refined products including kerosene 
are in better shape but fuel and gas 
oil are weak. 


PAPER—Slight improvement in news- 
print consumption. Foreign compe- 
tition not so effective on account of 
the inferior product. Other types of 
paper, except bags wrapping 
paper, are dull. 


CHEMICALS—Volume of business grows 
but prices are lower. Dyestuffs com- 
mencing to improve. Drugs slowly 
settling down. 


SUMMARY—Improvement generally has 
not been maintained either with 

to volume of business or price. ow- 
ever, this is usual at the year-end. Pre- 
parations are made for a much larger 
volume of business com: with the 
end of winter and the ow is that 
such preparations will be justified. 























the appearance of a heavy volume of new 
business. 

Speaking generally, the iron and steel 
industries will probably not get much 
new business during the balance of the 
year but should experience considerable 
expansion beginning with January. 





COAL 











Conditions Very Depressed 


Probably at no time this year have 
coal conditions been so depressed. De- 
mand has slumped off to a minimum and 
prices are practically at the bottom. 
Production has naturally dropped and fur- 
ther curtailment is at hand owing to the 
fact that various operators have closed 
their properties on account of the dearth 
of business. 

West Virginia production has suffered 
particularly, owing not only to the falling 
off of orders but to a large number of 
cancellations. Conditions in the East are 
very unsatisfactory. New England inter- 
est is largely non-manifest with house- 
holders almost indifferent to the approach- 
ing cold weather. Other markets, both 
for industrial and domestic coal, are very 
inactive, and this situation applies through- 
out the country. 

The depression which has been long 
drawn out in the coal industry shows lit- 
tle prospect of turning. An estimate of 
present conditions reveals an almost uni- 
versal stagnation in these markets. Neither 
industrial or household buyers are inter- 
ested to any extent even though prices 
are comparatively low. 

The wage factor is still one of the 
predominating influences. It is noticeable 
in West Virginia that the non-union 
mines with a lower scale of wages than 
the union mines are those showing the 
biggest production. 

There is little tendency to contract 
ahead. Large business interests are either 
unwilling or unable to tie up much capi- 
tal in future coal requirements and this, 
of course, exerts an unfavorable effect on 
the industry. 





METALS 











Upward Tendency Continues 


While business currently is light in 
comparison with the volume of several 
weeks ago, this is thought to be tem- 
porary and revival of copper demand is 
expected in the early future. The sta- 
tistical position has been greatly improved 
and consequently the price level remains 

(Continued on page 295) 
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Comments on Volume and Activity— What Odd Lots Are—Don’t Dicker! 


OLUME, activity and dulness in a 
V stock have a close relationship to 
its market action. When a stock 
is dull, it is usually either under the in- 
fluence of accumulation or, as is more 
often the case, it is allowed to shift for 
itself. It must not be supposed that 
every stock on the list is subject to pool 
influence or market guidance by its 
sponsors. 

On the other hand, a number of issues 
such as U. S. Steel, Reading, Baldwin, 
Crucible, Mexican Petroleum and others 
in the public eye are seldom or never 
left unprotected so far as price move- 
ments in the market are concerned. 

The importance of looking over quv- 
tations for the day for the purpose of 
becoming familiar with the action of in- 
dividual stocks, cannot be over-estimated. 
It is particularly important to note how 
they act during a period of activity or 
dulness. Profit - making opportunities 
nearly always occur as soon as any par- 
ticular stock becomes unusually dull or 
unusually active. As soon as this occurs, 
an important movement can normally be 
expected up or down. 

Those who hold certain stocks at a 
much higher level and desire to average 
their holdings, can often find a strong 
hint when their particular stock breaks 
out of a narrow trading area on more 
than usual activity. The investor who 
wishes to average should then note care- 
fully whether the activity produces higher 
quotations or the opposite effect. It is 
sometimes better to wait a day or two 
before making a decision. 

Practical Illustrations 

We were consulted about Allis Chal- 
mers held above 40 when the stock was 
below 30 last December. We advised 
averaging at 27 because the stock changed 
hands several days around this figure on 
an average volume of 5,000 daily without 
going lower than 26. We telegraphed to 
buy when the volume advanced to about 
7,000 and the stock rose to 28. It con- 
tinued its advance to around 37. We tem- 
porarily advised sales a while ago when 
the volume rose to 8,000 and the price 
38%4. The latter volume compared with 
an average of between 2,000 and 3,000 
daily. The latter volume may have been 
the signal for a further advance, but 
it would be safer to take profits tempo- 
rarily. The stock declined to around 36, 
but again turned upward and the volume 
was still small, affording no great indica- 
tion as to the future. However, the buyer 
around 27 had a further ten-point profit 
which could be used to mark off the 
price of the originally high-priced stock 
held atound 40. The 10-point profit re- 
duced his price to 30, and paper loss of 
about 14 points, to a profit of about 7 


General Asphalt fell to a low around 
272 


32 in the decline at the end of last year, 
and thereafter fluctuated violently be- 
tween 35 and 42, The average volume 
of the big decline was around 30,000 
shares. The volume fell to a daily aver- 
age of about 8,000 shares. Thereafter 
around 37, the volume rose to 10,000 
shares followed by a single day as high 
as 25,000 shares with a strong upward 
tendency. This was the signal to buy. 
The stock thereafter advanced persist- 
ently until it reached a high of 71. After 
a few days of activity above 70, a record 
volume for a single day was registered, 
sales and purchases totalling nearly 90,000 
shares. This was distinctly a signal either 
to sell out, take profits or even to sell 
short if the trader was so constituted. 
The stock dropped to 47 within a few 


weeks. The conclusion to be drawn is 
fairly obvious. 
International Paper after a decline 


from above 80 to below 40 became ex- 
tremely dull but advanced about eight 
points, and its average activity was 
below 5,000 shares daily. Thereafter it 
closed strong around 47, the volume reg- 
istering about 22,000 shares. The next 
day it advanced to around 54 and con- 
tinued its strength until a high of over 
64 was reached. On that occasion the 
volume was above 20,000. Our technical 
department then listed this stock as in a 
dangerous position on the long side, It 
immediately dropped to around 50. When 
the latter price was reached after a 
period of dulness, the volume registered 
30,000 which to us indicated the bottom 
of that movement, Thereafter it again 
advanced at 64. 

We could continue these illustrations 
almost indefinitely, and we earnestly ad- 
vise those of our subscribers who trade 
actively and make a study of price move- 
ments to observe the volume in their “pet 
stock” very carefully. 

Sizing the Market Up 

As a supplement to studies in volumes 
of individual stocks, the market as a 
whole should be “sized up” as to general 
volume of all stocks listed, to note wheth- 
er activity in particular issues is com- 
municated to the list as a whole; and 
whether the activity has the effect of ad- 
vancing the market averages, or the op- 
posite. The most favorable time to buy 
or average individual stocks is when both 
the latter as well as the general market 
shows “activity on the up side.” By 
taking action at such time, the investor 
often saves himself the danger of being 
hung up on a temporary move or ill-timed 
action on the part. of the pool operating 
in an individual issue. Pools are not al- 
ways infallible, and often have been 
known to plan an untimely campaign that 
fails to proceed because general conditions 
are adverse. 


Many forms of “averages” are pub- 


lished ; most of them are good and all are 
useful. The business man may not have 
time to read too many financial journals, 
in which case he will find the graphs in 
our magazine helpful. 


Facts About Odd Lots 


It is surprising how general the confu- 
sion is relating to the buying and selling 
of lots of stock, and the loss and argu- 
ment due to misunderstanding of the 
rules on the subject. 

A subscriber recently wrote us that he 
wished to sell 50 shares of General As- 
phalt at 67 or thereabouts, and although 
he saw quotations at that figure on two 
different occasions thereafter, his broker 
did not report a sale, and he is probably 
still holding his stock. 

There are three things to consider, and 
all three deserve memorizing. It is a 
mistake to put in orders at the even or 
round figure like 70, 71 or 72, as a care- 
ful checking up shows that the minimum 
number of transactions occur at these 
points. Too many people, apparently, 
have “their orders in” at round figures, 
and the specialist in the stock books his 
orders in the order in which he receives 
them. There might be fifty people ahead 
of you to sell at 67. 

So if you see one or a dozen sales at 
67, the broker is not to blame if the spe- 
cialist fails to get your stock off. Had 
the order been in at 6634, no sale of 
stock at 67 would have been possible un- 
til your 10C shares had been sold. On 
the other hand, an order to sell 50 shares 
cannot be expected at the same price as a 
full lot—sometimes called a round lot, 
or all quantities less than 100, or for frac- 
tional lots over board lot, which consists 
of 100 shares as a rule. 

The % or % premium (some people 
believe it is a penalty) for selling or buy- 
ing odd lots, prevails on 100; thus 199 
shares is, a full lot of 100 and an add lot 
of 99. 

In the case of U. S. Steel and most of 
the big leading active stocks, % is the 
regular premium, above or below the tape 
price. In the case of Mexican Petroleum 
% point is the premium. These premiums 
are established by the Stock Exchange 
and a list can be obtained from members 
of the Stock Exchange on request. 

If, therefore, you hope to get 85 for an 
odd lot of Steel, you must figure that the 
stock must sell af 85% to let you out. If 
you wish to buy at 80, the stock must sell 
down to 79% before your order can be 
executed. If, on the other hand, you are 
satisfied to buy or sell “at the market,” 
allow for the % in stocks like Steel, by 
adding that fraction to the price when 
buying, and deducting an % when selling. 
A sale at 79% would net you 793, when 
selling; and you would pay 80 when 


The reason for this is that your own 
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broker does not handle the transaction. 
He gives the order to an odd lot special- 
ist; the latter accounts to an “odd lot 
house”; and the latter in turn sells to or 
buys from your broker. The odd lot 
dealer makes the % or 4, and he in turn 
assumes the risk and responsibility of 
selling or buying anything and everything 
—“§t an eighth or quarter away.” 

The balancing of the odd lot broker's 
books, and the way he finally adjusts his 
own trades, is a most complicated affair 
involving expense and worry. The com- 
pensation is small on each trade, but very 
large in volume of business and money in 
the aggregate. 

Do Not “Dicker” 


The case of our subscriber who tried 
to sell Asphalt at 67 and failed, brings 
up another interesting subject. Is it 
worth while for the distant investor, 
trader or speculator to fix a price in ac- 
tive stocks, at which he wishes to buy or 
sell, if he hopes for good results, and 
trusts his broker? The answer is gener- 
ally “No!” 

Veterans of the Street will tell you 
that when a stock is a sale, it is a sale 
at the market; and the converse case is 
also true. When you make up your mina 
to get out—do so, and do it without qual- 
ification, For example, having made up 
your mind that Asphalt is an undesirable 
stock to hold between 66 and 67, its de- 
sirability would not be improved at 67%. 
And, in the long run it does not pay to 
risk. holding indefinitely for the sake of 
the extra half point. 

In the same way, if Southern Pacific 
should be a desirable purchase 79-80 and 
your broker reports, “It is selling around 
80, but I haven’t seen it for half an 
hour,” it is ridiculous to say, “Well, buy 
me a hundred if it goes to 79, and if they 
won't let me have it for that they can 
keep it.” Such an order marks the nov- 
ice for the following reason: 

The intended purchaser had in mind 
the investment of $7,900 in 100 shares 
Southern Pacific, with the expectation of 
holding for investment or perhaps selling 
out around $9,000 or higher. The buyer 
must have judged that he was putting in 
his order at the “zero hour,” or else he 
had no business to put in an order at all. 
If it should transpire that 79 or 7874 was 
the actual low for the move, the buyer 
probably wanted to have the satisfaction 
of bragging to his friends that he bought 
it at the bottom eighth—and they would 
net believe him, or be jealous cf him 
anyway. The buyer or seller at the bot- 
tom and top eighth is the most hated ani- 
mal in Wall Street, and he is the only 
person who does not realize it. To an- 
alyze our Southern Pacific trader, he was 
a groundhog, and would never be suc- 
cessful: not really knowing his own mind, 
and hoping that his greed for an extra 
14 point would be realized—or else out 
of pique, determining to let “them” or 
“they” keep it. The latter mysterious in- 
dividuals might be you or I, because if 
I owned 100 Southern Pacific, and wished 
to sell, I might be stupid enough to let 
my broker know that I would not take 
less than 80. So, in a case of this kind, 
you would have two foolish people, both 
willing enough to do business, but neither 
knowing sufficient about the market or 
Wall Street to get down to real business. 
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\We do not say that all orders should 
be market orders. It may be desirable 
during a reaction to try and buy cheaper, 
and an order to buy 1, 2, or even 10 
points under the market may be in order, 
if the buyer knows what he is doing. In- 
active stocks, preferred stocks, and wide 
movers sometimes do react a point or two 
in session, or in a couple of days. Ordin- 
arily, however, the market order in an 
active stock, placed with an honest broker, 
should lead to no regret in after years. 


Be Constructive 

We have had favorable comments from 
subscribers with reference to our specific 
advices where to buy and sell stocks like 
U. S. Steel, Reading, Southern Pacific, 
etc. in a recent “talk” with you. We 
have always impressed upon our authors, 
analysts, technicians, market commenta- 
tors and others that the idea back of our 
predecessor “The Ticker” since 1907 has 
been : 

The yardstick by which we measure 
the utility of an article is, “How much 
money will that paragraph make for our 
readers?” Rather a good criterion of 
value, do you not think? 

We are not brokers, and we do no 
care whether you buy or sell. We would 
rather have you on the constructive side 
of the market, buying for investment or 
speculation when they are low, and sell- 
ing them to “they” when they are high. 
\We have no antipathy towards the bears, 
much as they are generally disliked in 
Wall Street So if you wish to join 
their ranks at any time, you will have 
our good wishes if you are on the right 
side 


Scale Plan Operators 


Very many people who are neither in- 
vestors nor speculators (let us call them 
pecvestors) prefer the scale plan to all 
others. These people detest the stop loss 
order, and they have the fear of being 
tied up indefinitely in case they should 
buy without stops. Usually, they are 
timid and hope to buy near the bottom, 
not because of their innate cupidity, but 
with a sane regard for the future finan- 
cial welfare 

The writer cordially indorses a very 
conservative scale plan 

In the right stocks 

At the right time 

Under a correct plan 
und we believe a few words on the sub 
ject at this time may prove helpful and 
informative. 

As for the right stocks: the active 
leading issues that have a wide price 
range are the most desirable, provided 
they are not in the strictly “too volatile” 
class. The following are candidates: 
taldwin, Reading, Studebaker, Pan Amer- 
ican. We prefer these stocks because 
(1) all pay dividends; (2) comparatively 
smaller danger of dividends being passed 
altogether; (3) they have had satisfactory 
declines from the former point of distri- 
bution and m-a-n-i-p-u-l-a-t-i-o-n (we 
spell this word because it is taboo with 
investors, and the idea of such stock be- 
ing “manipulated” is repugnant). 

Further advantages are that these com- 
panies are in their respective businesses 
for good, and quite possibly however low 
they might go the investor in them has a 
small chance of losing out in the end. 


As ior the right time: the present is 
the right time. The man who will hesi- 
tate to Commence an accumulation after 
a protracted bear market, and who hopes 
to get the exact bottom, had better ac- 
cumulate War Savings Stamps or bank 
certificates of deposit rather than stocks. 

The correct plan: ample capital or 
moderate—very moderate purchases: or 
an ample reserve to provide a 50% mar- 
gin at least on all lots purchased, This 
last stipulation looks like denaturing 
speculation to the nth degree, but the 
writer contends that extra caution and 
conservatism will find its own reward in 
the end. 


If you are in the habit of buying 100 
share lots, try 25 at a time, and buy four 
lots every 3 to 5 points down from these 
levels, and then stop Do not try to 
own the corporation by buying them all 
the way down because this plan has 
broken many a good man, If you are 
licked temporarily on your four lots, pro- 
test those lots with your reserve funds, 
rather than attempt to spread less butter 

more bread 

Let us deal with Baldwin, and say why 
we prefer it to Republic for example 
Pin latter may be an absolute bargain: 
the writer doesn’t know and admits his 
ignorance, It does not pay a dividend. 
and his guess as to when dividends will 
come again is probably no more depend- 
able than the reader’s. The chances are 
however, that it will rally and fall again, 
and then rally again—and so on until the 
steel outlook definitely improves, and the 

of gold under the rainbow (dividend 
resumption) is translated into definite 
usiness prospect. The situation in Bald- 

n as different. It has not increased its 
capital, has paid a conservative dividend, 
ind equities plowed in undeniably great 
The writer hopes the reader will grasp 
his thoughts on the subject of the scale 
lan, and remember that Rothschild’s ad- 

ce was not to try buying at the bottom 
nor selling at the top We wonder 
whether he used this scale plan? 


‘ 


How Pools Accumulate and Distribute 


Pools are merely groups of men who 
ork together through a manager in a 
tock market operation, the purpose of 
hich is to realize a profit 

Pools do not always work on the long 
ide—very often they undertake to sell 

tock short and to repurchase it at a 
lower level. Sometimes their plans go 
wrong, and they are obliged to buy at a 
ligher price, and thus take a loss instead 

1 a proht. 

Pools generally accumulate their initial 
holdings over a range of from two to ten 
points, depending upon the activity of the 
stock. In a stock like Mexican Petrol- 
eum, at least a five-point range, but in 
some markets a ten-point range would be 
necessary because that stock moves so 
erratically over a wide area. When its 
fluctuations are confined to a three-point 
range it is regarded as standing compara- 
tively still, 

\ pool cannot acquire all its holdings 
at the same price. It endeavors to buy on 
weak days so that it will have the greatest 
advantage, for it is an old adage that 
“well bought is half sold.” 

The point we wish to. make is that 

(Continued on page 298.) 
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ings. 
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¢ receive on request, regu- 
65 6 lar issues of our bi- 
55% 7 weekly financial letter. 
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$500 





Pays You 


a 


Month 
for Life 


IF YOU 
MIDDLE 


ARE A 
AGED 


BUSINESS MAN 


EARNI 


NG AS 


MUCH AS $8,000 
A YEAR, AND 
IN GOOD PHYS- 


ICAL C 
TION, 


ON DI- 


THE FU- 


TURE VALUE 


OF YOUR 


IN- 


COME, BASED 
ON YOUR EX- 
PECTATION OF 
LIFE, IS $254-240. 
WE ISSUE A 
NON - CANCEL- 
LABLE INCOME 
CONTRACT FOR 


APPR 
MATELY 
YEAR 
WILL 
TEE 
THIS 


O X I- 
$135 A 
THAT 


GUARAN- 
75% 
INCOME, 

PAYABLE 


OF 
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THE RATE OF 


$500 
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LONG 
YOU LIV 


AS 
E AND 


ARE UNABLE 
TO WORK 
COVERS EVERY 


FORM 
ABILITY, 
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OF DIS- 


BOTH 
L AND 


PHYSICAL 


IF INTERESTED, 
AND SEND"ATTACHED 


COUPON 


PACIFIC MUTUAL LIFE 
COMPANY 





Issued by a company 53 years old 


with assets over 58 million dollars 


FILL OUT 


INSURANCE 











ANSWERS TO INQUIRIES 
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appears to have fairly good possibilities. Should 
you desire to switch into a stock with less risk 
involved, would suggest a switch into Westing- 
house Electric paying $4 per share per annum 
and selling around 5 

Pure Oil is in good financial conditien and has 
fair pbssibilities. The stock has advanced very 
substantially in the past few months, however, 
and as you can sell out now without taking a 
loss, it would appear to us advisable to do so 
and put the money into some security that is 
less speculative. A suggestion is Packard 
Motor 8% bond selling around par, The work- 
ing capital of this company alone is more than 
twice than the amount of bonds outstanding. 


WRIGHT AERONAUTICAL 
Its Prospects 


C.—I would afpreciate any information you 
may give me concerning the Wright Aeronautical 
Corpcration’s financial condition, business fpros- 
pects and outlook for appreciation in value of the 
common stock.—.N H. J., Pasadena, Cal. 

A.—Wright Aeronautical sells around 9 and 
pays $1 a share annually. It is listed on the 
New York Stock Exchange and the yield, if the 
dividend can be maintained, would be a little 
ever 11% The company is in a very good 
financial position as at last report cash and re- 
ceivables totalled around $1,000,000 and total 
assets were a little under $6,000,000. The 
company owes very’ little and its debts are quite 
nominal. At the last report the company had 
something like $3,000,000 of new business on 
its books, about double that of a year ago and 
is well supplied with cash and working capital. 
It is working very largely on Government con- 
tracts at present for 300 motors. Last year 
the company produced nearly $1,500,000 of aero- 
plane motors and parts and earned $1.88 a 
share on its 224,390 shares of no par value. 

Of course, the aeroplane industry has not yet 
reached a commercial basis and its future is 
rather dependent upon Government requirements. 
If the imdustry could emerge into the com- 
mercial stage this company would be one of the 
first to benefit. While the stock is rather spec- 
ulative we believe that it has very bright pros- 
ects but as ‘t is impossible to make a definite 
ocenet as to the future of its business naturally 
anybody who purchases this stock and holds it 
does it with his eyes open. f the aeroplane 
should develop, a purchase at present. prices 
shuld prove very profitable 


SWIFT INTERNATIONAL 


Some Information 
O.—Please let me have what information vou 
te Swift International.—B. M., 


° 7 
can im wregara 


Vew York 





International was incorporated in 
the Argentine Republic to 
operate the South American and Australian 
business of Swift & Co. The company has 
plants in Argentine, Uruguay, Brazil, Paraguay 
and Australia. Capitalization consists of $22,- 
500.000, var value &15 The strck was offered 
to shareholders of Swift & Co. August 31, 1918 
in exchange for 15% of their Swift stock, par for 
par. For the year ended Dec. 31, 1920, the com- 
pany earned $2.76 a share on its stock as 
against $5.29 in the previous year. Swift man- 
agement has always been regarded as highly 
eficient and we believe the stock should be 
entitled to consideration as a long pull specula- 
tion. 


A.—Swift 
1918 under laws of 


A FEW SUGGESTIONS 
Common and Preferred Stocks 


O.—Would like a few suggestions from you 
on preferred and common stocks whose dividends 
appear to be reasonably secure under present con- 
ditions and which appear to have good pros- 
pects of going to higher prices if held for a 
long pull.—B. J. F., Jonesburg, Mo. 





A.—In our opinion there are some excellent 
opportunities in preferred stocks at the present 





time. The following give a good return on 
the money and appear to be in a strong nosition. 
rice 
California Petroleum, 7% Pfd..... 84 
yeneral Motors, 6% Pfd......... 73 
B. F. Goodrich, 7% Pfd........... 84 
Bethlehem Steel, 7% Pfd.... en? 
Kelly Springfield, 8% Pfd...... 90 


The following common stocks appear to be in 
a strong position and the dividend is reasonably 
secure, 


Atchison, 6% ccccccccccccccceces 89 
Southern Pacific 6% .....+++++++ 79 
Westinghouse Electric, $4 ........ 49 
Coston, SB.SO wccccccccccccccsese 34 
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CONSOLIDATED CIGAR 
What Should Holder Do? 


QO.—What present acticin do you advise for one 
who holds Consolidated Cigar at much higher 
prices.—A. J. A., Fall River, Mass. 


A.—Consolidated Cigar Corporation is con- 
trolled by the American Sumatra Tobacco Com- 
pany ond we are rather inclined to the opinion 
that its recent weakness has been due in part to 
the weakness of American Sumatra Tobacco. 
In the current year however, earnings of the 
company fell off materially as the cigar busi- 
ness is rather stagnant. As of December 31, 
1920, working capital of the company was 
$4,890,000, inventories were rather high total- 
ing $7,453,893, being carried on the balance 
sheet af cost. It is likely that the company 
will have a large sum to write off for inventory 
depreciation in the current year. Because of 
the large inventory the company’s floating debt 


of December 31, 1920. was $4.830.000. The 
company does not publish any statement of 
current earnings but in June it was said that 


the output was about 75% of capacity. 

The company has no bonded debt. Preferred 
stock is $4,000,000 and common stock $4,140,000. 
There is not much asset value behind the com- 
mon stock but in the past the company has 
shown a fair earning power and we would 
hesitate to suggest that you sell out at present 
prices. The stock is highly speculative how- 
ever, and we would-not favor purchasing any 
more. 


PENN POWER & LIGHT 


As Long-Time Investment 
0.—Will you kindly give me your opinion as 
to the safety for a long time investment on Penn- 
sylvania Power & Light 1st and refunding bonds 
due 1951.—F. H. M.. Evansville, Ind. 
Light 


A.—Penn Power & Co., for the year 
ending June 30, 1921, the company’s net in- 
come was $2,916,597 as against fixed charges of 
$1,194,414. This shows interest charges more 
than twice earned and in the previous year they 
were earned about two and one-half time. The 
Penn Power & Light Co., operates in an ex- 
tensive territory on Pennsylvania including one 
of the most active, prosperous and well pop- 
ulated districts of the state. In view of the 
fact that the outlook for public utilities gen- 
erally is favorable due to the decrease in operat- 
ing costs, this company appears to us to have 


good possibilities and while the bonds are not 
gilt-edge, they look to us like an attractive 
business man’s investment. 


AMERICAN CAR & FOUNDRY 
Has Had Large Advance 


f American Car & 


O.—iVhat is your opinicn 
present prices?—C. 


Foundry common stock at 


1. H., New Yer 





A.—American Car Foundry Co. is generally 
regarded as one of the best managed industrial 
corporations in the United States. It has an 
excellent record over a long period of years and 
has built up_a very strong financial condition. 
As of April 30, 1921, working capital was $37,- 
500,000, as compared with the capitalization of 
©3700 0.909 preferred and ¢30.000,000 common. 
For the year ended April 30, 1921, 21.15% was 
earned on the common stock as against 27.6% 
in 1920 and 32.2% in 1919. Recently the busi- 
ness of this company has picked up and early in 
November the Binghamton plant resumed opera- 
tions on full time. This stock has had a 
rather large advance, however, and while it 
may go higher we would be inclined to await a 
reaction before purchasing. 


INTERNATIONAL NICKEL 


O.—The writer is a holder of 200 shares of 
International Nickel commcn stock. This stock 
is acting so peculiarly in every way, in fact 
going against the market that I am uncertain 
what to do. Is there anything wrong with the 
company?—M. N F., Philadeiphia, Pa. 





A.—International Nickel appears to us to be 
in about the same boat as the copper com- 
panies. The supply of nickel on hand became 
too large just as it did in the case of copper 
and the company had to reduce operations to 
about twenty per cent of capacity. There ap- 
pears to be nothing fundamentally wrong, how- 
ever. Nickel is being used for as many pur- 
poses as it ever was in normal times and sooner 
or later a bigger demand is bound to make its 
appearance. en this occurs we see no reason 
why this company should not be able to make 
good profits. 








—= For the six months ended September 30th, - - x 
1921, the company reported a deficit of $428,810, VIMIMIMAICNANUIAINM 
but this was after deducting $380,397 for depre- ita SE eee S MERIT TICLE FT 
ciation and mining exhaustion. For the year 
ended March 31, 1921, the ccmpany reported a 
surplus after preferred dividend of $1,484,944. 
In other words this company has not taken 
anything like the losses that some of the cop- 
per companies have shown. In the past its 
dividend policy has been conservative and as a 
— pe it is in strong, eee: cones with a f S P 
working capital o , 100, > e company ul 
= 4 A prast, ot — pa W. vee which State O ao a O 
will shortly make mone! metal. his shoul ° . 
radually increase the profits of the company. 
ae Phe mining property Ae the company is ja 4 United States of Brazil 
wad a wry ee: than 9 tons of ore 
which is sufficient to supply the company’s re- ; ; 
direments for a. great many years, ‘ 15 Year, 8% Sinking Fund Gold Bonds. 
© market action of the stoc as not been = ge 
4 very, Ghesuaaeng ~y we on = - aothins wrees s External Loan 1921 =) 
in the situation and regard it favorab or the > s 
~ long pull. ss wn 2 Holland Issue 18,000,000 Guilders 
- AMERICAN TOBACCO >| Interest January and July Ist 
si - » ° ° 
1. The 1921 Report 2 Final Maturity 1936 
as Q.—Is American Tobucco expected to have a }| . 
. oer ee ae ee” ae ee ; Coupons of the Holland issue are payable in Dutch 
y A.—American Tobacco for the year ended Dec. , Guilders, which may be cashed at any office of Paine, 
y 31, pe. py | aes | a hase on its 4 . Webber & Company. 
> ined common an stock, t is expect » 
rt that this company will close the largest year in 4 In March, 1921, the State of Sao Paulo, known as 
e  . nistocy this a, Rm copoentenate the Empire State, simultaneously issued in New 
} 000, compared wi 000, in ‘ s 000,000 Am- 
t t is expected that close to $18 per share will York $10,000,000, in —. £2,000,000 and = : 
be earned on the common stock. Inventories sterdam Guilders 18,000,000 onds, a direct obligation 
Oct. 1 were $10,000,000 below the corresponding of the State, and additionally secured by a first 





date of 1920. This company is in very strong 
financial condition, and it is stated that its 
floating debt at the present time is practically nil. 


The Mexican Oil Outlook 
Harry F. Sinclair Discusses the Future 


Speaking before the second annual 
meeting of the American Petroleum Insti- 
tute, Harry F. Sinclair, chairman of Sin- 
clair Consolidated Oil, said in part: 

There has never been a time when the 
American oil industry failed to provide 
enough petroleum to meet actual require- 
ments, but times are changing. If we are 
to maintain this enviable record, several 
things are needed. 

First, we must have an even greater 
co-operation between oil company man- 
agers and employes, with steadily improv- 
ing efficiency in operation. 

Second, we must say to the American 
public: “American oil men do not seek 
success by cutting the other fellow’s 
throat,” and we must make that statement 
stick by adopting every legal means of 
co-operation, so that the American pe- 
troleum industry will be conducted with 
the least possible economic loss and to the 
greatest good of the American people. 

Third, American oil companies must 
work together in obtaining a firmer foot- 
hold in foreign fields; they must follow 
a policy of mutual helpfulness in develop- 
ing foreign sources of supply; they must 
take effective means of assuring to their 
own country an adequate share of the 
world’s supply not merely for a few years, 
but for all time. 

Fourth, the American Government must 
back up the oil men of America in every 
legitimate effort to bring about this last- 
ing assurance, and, 

Fifth, the American people must realize 
that this co-operative effort on the part of 
their Government, of oil corporations and 
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on the 


charge on the surtax of 5 Francs per 
luction 


entire coffee exports of the State, except a 


of £285,000 annually until 1924, after which date the 


entire surtax is to be available for the service of this 


A Sinking Fund provides that bonds will be pur- 
chased in the open market at or below 105 until 
November 15, 1925. On each November 15th, there- 
Le. ay Oy oS balance of = —_ 
outs ing is to rawn for payment at 105, to 
paid on the following January Ist. All bonds not 
drawn or ey <y prior to January, 1936, are to be 
paid at 105 on that date. 

An interesting comparison between the Dollar and 
the Guilder Bonds of this issue will be sent on appli- 
cation. 


‘Paine, Webber & Company 


Established 1880 


Bond Department 


NEW YORK 
25 Broad St. 
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A complete analysis of 


COLUMBIA MOTORS 


CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OF CANADA REO MOTOR CARS 
Will be sent om request. The above companies’ stocks are all actively traded is 
on the Detroit Steck Exchange and represent the best 
companies in the automotive industry today 
LEE, GUSTIN @ Co. 
DIME BANK BUILDING 


Members Detroit Stock 
DETROIT 


of oil men is vital to their security and 
prosperity. They must realize that it is 
to their interest, individually and nation- 
ally, to discourage every form of petrol- 
eum waste and to encourage every means 
of securing for themselves the full service 
value of every drop of American oil. 
And in their own interest they should 
remember that low prices for petroleum 
products place a premium upon petroleum 
waste. 


for DECEMBER 24, 1921 
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F you are inter- 
ested in the 
Government and 
Municipal bonds 


Belgium 
Brazil 
China 


Denmark of any of these 
France countries, we shall 
Gt. Britain} be glad to send 


y ou _ information 
covering . descrip- 
tion of security, 
interest and ma- 
turity dates, de- 
nominations and 
redemption 
ues, etc. 


Holland 


val- 





Ask for Circular MW.401 


HUTH & CO. 


30 Pine St., New York 
















































$181,000 
Stephens County, Texas 


Direct General Obligations 
Serial 514% Bonds 
Dated April 15, 1921. Denomination $1,000. 
Principal and Semi-annual interest 
April 15th and October 15th, pay- 


able at the Hanover National 
Bank, New York, 7. 


FINANCIAL STATEMENT 





Estimated actual valuation 
TEED sncocqsccescbecaseseotoes 198,000,000 
luati (1921) 53,840,000 

Total bendes y ——— WEY in- 
eeheeneeneee 2,100,000 


Eatimated Samide.” . 35,000 


The bonds are issued for highways and 
roads in County, under direct supervi- 
sion of Federal and State Departments. 
They are a direct obligation of entire 
county, payable from ad valorem taxes 
on all taxable property, within county 
and have been authorized by a large 
majority of the qualified voters. 


Legality approved by Attorney General of 
Texas. The endorsements of State Comp- 
troller’s Department, making them incon- 
testable. Legality also approved by Hon. 
John C. Thomson, New York. 
MATURITIES 
$40,000 Due April 15, 1924 
$40,000 Due 15, 1925 
$40,000 Due April 15, 1926 
$40,000 Due April 15, 1927 


Price to Yield 614% 
Descriptive circular on request M.W. 27 
BRANDON, 
be) IN. GORDO 
WADDELL 


89 Liberty St. New York City 


While these statements are not guaranteed, 
we believe them to be correct. 
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Current Bond Offerings 


OTWITHSTANDING that the 
market for old bonds has tem- 
porarily quieted down, invest- 

ment interest in new bond offerings 
has not been abated. Firms particularly 
interested in new bond offerings report 
that public interest in such securities con- 
tinues at a high pitch and that from 
present indications, it is likely that all 
high-grade offerings will continue to be 
quickly absorbed. For this, no doubt, the 
excellent tone of the bond market during 
the past few months has been largely re- 
sponsible. 

An interesting feature is that munici- 








NEW BOND OFFERINGS. 
Offered 
Amount Yield % 
Com’nwealth of Penn- 

sylvania 4%s ...... $11,200,000 4.75 
City of Rochester 4%s 6,891,000 4,10 
State of N. C. 5s..... 2,800,000 4.70 
State of Calif. 4-4%s. 2,600,000 4,40 
Oregon Short Line 5s. 16,424,000 5.41 
Cuba Railroad 7%s... 4,000,000 7.51 
Public Service N. J. 7s 10,000,000 7.10 
Tobacco Products 7s.. 4,500,000 7.00 
Warner Sugar 7s .... 6,000,000 7.35 
So. Porto Rico Sug. 7s 6,000,000 7.40 
National Acme ...... 5,000,000 7.75 




















pal and State issues are being sold to the 
public at a yield basis largely in con- 
formity with money rates. The decline in 
interest rates has found immediate reflec- 
tion in the return offered by the new 
high-grade securities. On the other hand, 
both coupon and yield rates on industrial 
bonds continue to offer a high return, 
though it is noticeable that an 8% coupon 


rate is no longer existent and that the 
average coupon rate of good indus- 
trial issues is 7% compared with an 
average rate of 8% a year ago. 
Generally speaking, however, industrial 
issues have not made so much progress 
with regard to reflecting changed money 
conditions as most municipal and State 
issues. 

Keen interest has developed “mu- 
nicipals.” Owing to the strong desire 
for such issues on the part of many con- 
servative investors. This was illustrated 
in the case of the $55,000,000 issue of 
New York City corporate gold stock for 
which the successful bidder was obliged 
to bid a record high price of 103.407. 
The late Treasury offering of $200,000,000 
44%4% notes was also largely over-sub- 
scribed. The successful syndicate bidding 
for City of Rochester 414s had to pay a 
record high price. All State and munici- 
pal issues of which there were a com- 
paratively great number were quickly 
absorbed by the public. Yields offered 
varied from 4.10 to 4.75%. 

The outlook for next year is for in- 
creasing activity in the new bond depart- 
ment. A number of callable issues wil? 
probably be retired making way for new 
preferred issues. Refunding on a down- 
ward scale is likely to mark the invest- 
ment market of 1922. This would be a 
logical step in view of the lower money 
market and ultimately this would redound 
to the benefit of common shareholders 
who have been affected by the extraordi- 
narily large coupon rates attached to new 
issues which their companies were forced 
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to put out last year and the year before 
owing to the stringent conditions then ob- 
taining in the money market. 


Owing to the large prominence given 

the remarkable bond market and to the 
wave of thrift which has spread over the . 
‘ — —— 


country, the success of the newer issues 
has been phenomenal. There will be many 


opportunities for investors in 1922, in 18 BROAD STREET 115 DEVONSHIRE STREET 
dye. <li 45 EAST 42D ST. 216 BERKELEY ST. 
NEW YORK BOSTON 











THE OUTLOOK FOR MONEY 
RATES AND VOLUME OF 
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(Continued from page 221) Government Bonds 
expected ‘has prevented the late Autumn Investment Securities 
trade from assuming the proportions 
that had been foreseen, but this condi- Foreion Exchanse 
tion & sporadic and far from universal. ww) 5) 
There is, therefore, a distinctly hopeful Letters of Credit 


condition in the distributive branches 
of business. 


Activity of credit shows that the dis- . 
position to hold back and refrain from Investment Circular on Request 


purchasing has been greatly lessened 
due to the more stable condition of 
prices and the fact already stated that 


conditions of employment have broad- 
ened. For the opening of the year, Correspondents of 


there seems to be good reason to ex- 
ae. cae tee BARING BROTHERS & 0 L 
culminating in a satisfactory Spring ay . 


trade with corresponding activity in 
all lines of business that are dependent LONDON 
upon consumptive power. 








Business and Taxation 


Relief from taxation, which had been 
so earnestly hoped at the opening of 
1921, has thus far been attained only 
in a very slight degree, if at all, but the 
policy of President Harding as outlined 
in his message at the opening of Con- 
gress, affords some hope of another 
effort at the improvement of Federal 
tax methods. Decided progress has at NON-CALLABI E BONDS 
all events been made in rectifying the 
budget practice of the United States, 
and this promises greater economy in 
Governmental expenditure. 

The Government is at least moving 
toward a retirement from business un- 
dertakings and is practically now out 
of the railroad experiment. When it Non-callable bonds purchased at present prices 
will succeed in freeing itself of the con- i one . ’ " 
sequences of its shipping enterprise is assures prevailing high rates until maturity. 
still to be ascertained, but the adoption . , ; 
of a policy looking in that direction is JB We have selected a list of such high grade- issues 
romised. Altogether, therefore, the . . . 
= a ian SE ae eee ar Gen. which will be forwarded upon request for circular 
ernment retirement from business, is W-53. 
favorable, and it may be reasonably 


ther progress wil be made within the Ml =©6 FI}QRNBLOWER & WEEKS 


coming months. 


With continued improvement in credit conditions 
advantage will probably be taken of the callable 
privilege attached to many bonds now outstanding. 


The importance of a reduction of 42B ° 
Government outlays and a limitation of roadway, New York City 
Government extravagance as well as of Bost ° . 
- . on 1 
public interference with private enter- ; Chicago Detroit 
prise can hardly be over-estimated in Providence Portland 
its bearing upon individual prosperity. E . 108 


In some ways, this phase of the indus- 
trial financial Situation may be re- 
garded as more important than any 
other, and the outlook for better things 
in that regard is correspondingly im- 
portant. ’ 
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The Market 
Outlook 


HE recent sub- 


UNLISTED UTILITY BOND INDEX 


GAS AND ELECTRIC COMPANIES 














stantial recovery Offered Yield 

. . . Bronx Gas & Electric Co. First 5s, 1960........... seneeusunwquasnand ee 75 6.85% 
in stock prices, with Buffalo General Electric First 58, 1989..............00.00c0c0cceseesees 90 6.00 
; GE Be PN GR, Bie ceccccnccccccccccsecccensees ee 85 6.55 
especial 6 eference Ss Gevsbend Mloctele ME, Go. be, 290..........cccccccccccccccccce ance 5.55 
GE TNS BM, GR, Tien ccesccessscvccesscscsscesesescccs 106 6.35 
the signt cant action Bemver Gas & Tiesto Ge. Wiees Ge, BOER. .nccccccccqeccccccccccccccccs 88 5.85 
of the bond market, 1S Duquesne Light Co., Pittsburgh, 7%s, 1986.................0 0.00000 vee 6.85 
. E ERR 65 
the subject of our cur- ay Ey * Semaeeemmeneneennnemeete «ose 
; " es I, OO nn. os ccnwneeeteeeedeudesec¥eaicns e 984 6.60 
rent review. Indianapolis Gas Someater 4 Sat Ce ie Se ane 84 P 7.10 
2 28 Les Angeles Gas & Electric Gen. 7s, 198]... . 1... cece ccc c cee w ce wceees 99}, 7.05 
Concise opinions are ex- a of ee...) 100°. 6.55 
pressed regarding the posi- Mevada-Cal. Electric First €s, 1946..............cccccccscccccccccecccee, 94 6.45 
‘ tion of various groups of Oklahoma Gas & Electric Co, First & Ref, 7%s, 1941.................... 101 7.40 
stocks—rails, steels, coppers, Oklahoma Gas & Electric Co. First Mtge. 5s, 1929................. 0.0055 85 7.55 
oils, etc. i i i i 6 nace ndcaenn Genes iGSGesnenksbaes coe . R70 
Rochester Gas & Electric Corp., Series B 7s, 1946............. omit , 104 6.65 
A copy will be gladly San Diego Cons. Gas & Electric First Mtge. 5s, 1989.................... 100 5.00 
iled on request for “MW-21” San Diego Cons, Gas & Electric First Mtge. Ref. 6s, 1989............... 95 6.45 
Standard Gas & Electric Conv. S. F. 68, 1926.................... 95 7.20 





Standard Gas & Electric Secured 7's, 1941.................. eaiieniee 981, 7.65 
NEWBURGER es i dete eech cee eeeehedeeskcdeKkeeceuessex 85 6.15 
* Twin-State Gas & Electric Ref, 5s, 1953 ; : . TT 6.75 
















































































. L OEB TRACTION COMPANIES 
Arkansas Valley Ry. Light & Power First & Ref, 744s, 1981............ 100 7.50% 
Members of New York and Philadelphia American Light & Traction Notes 5s, 1925. .............000ccceececcnees 98 5.55 
Stock Exchanges Bloomington, Dec, & Champ. Ry. Co. First 5s, 1940..................... 67 8.55 
BROADWAY. N. Y. Danville, Champ, & Decatur 5s, 1989..... 2.0... . 6... ccc ceccneeeeeccceees 78 7.20 
100 > abe shear 7060 is oc acnccneetaccsobeseuneeessesens 82 6.30 
Kentucky Traction & Terminal 5s, 1951....... 2.0... 005.0 ccecceneecccces 67 7.85 
202 Fifth Ave. at 25th St., N. Y. Knoxville Ry. & Light 5s, 1946.................-. 72 7.45 
511 Fifth Ave. at 43rd St., N. Y. Milwaukee Light, Heat & Traction 5s, 1929 93 6.15 
22 W. 33rd St., N. Y. Bibweninse Wise. Tip. & Bight Te, BOGB. nn cccccccccccccceccccccccccccccce 100 7.00 
1410 Chestnut St., Philadelphia Milwaukee Elec, Ry. & Light 20-Year 7%s, 1941.................600055. 168 7.25 
| Monongahela Val. Trac. Co. Gen. Mtge. 7s, 1928.......... 2.2.0... 00545. 100 7.00 
Cs fe eet es caneanwendenenebeseeeverese 67 8.15 
OS on oo occas caamnieneeekeses cent 76 12.60 
Northern Ohio Trac. & Light 6-Year Seo, 7s, 1926.............. Recueaen 100 7.00 
™ a a tdnceathaweeteveere 76 6.85 
Zz Portland Ry. P. & L. First Lien & Ref, Ser. ‘‘A’’ 74s, 1946............ 100 7.50 
ee A ns eee chbehidnuceenseadbe 65 10.10 
Zelede Trac. 14. & P. Co. First Udem Ba, BBB: .... cc ccccccccccccccccess 100 7.00 
eh a er PL, adicccagenbeGneas Geeshbeseconsscecinndens 86 7.15 
ee OO i as oc ccdnhneeatbaseiukeasd eurse 83 7.25 
ee Ge GP Ge, GED GE, Si ccccncccccsbstntcneccceecscs : 100 8.00 
POWER COMPANIES 
Adirondack P. & Lt. Corp. First & Ref. Gold Gs, 1950......... : 97% 6.20% 
Adirondack Elec. Power Co. First 5s, 1962...................... : = 90 5.65 
Alabama Power Co. First 5s, 1946.................ccccececeees dhe anh 90 5.75 
Appalachian Power Co, First 5s, 1041... 2.0.0... ccc cc cece cece ccc cccccs 84 6.45 
Gensumers Power Go. (Mich.) Sa, 2906..........cccccccccccccccccccccccs 92 5.80 
C E WELLES Se a Ge OD OE, GR, BID. cc ccc ccc cccccccccednvccccceesdecce 92 5.95 
a . | ae he 89 5.85 
Hydraulic Power Co. First & Imp. 5s, 195]1...... 2.2... 0.66 cece ec ceee 93 5.45 
oe a aaa a tdenedeane Deasasedoukbieke 90 5.75 
Kansas City Power & Light 8s, 1940. ..... 2.2... ccc ee ccc c ue cuces 107 5.40 
Kansas City Power & Light First 5s, 1944........ 22.0... ccc cee - 85 6,25 
Se i CD aa dics cccusecidcesecsesccevede os 90 5.75 
Members of Madison River Power Co, First 5s, 1985............ 0.00. ccc ccceecccees 93 5.75 
Mississippi River Power Co, First 5s, 1961..............6 cc ceceeeceeeee 89 5.75 
New York Stock Exchange Niagara Falls Power Co. First & Cons. Mtge. és, 1950................... 101 5.90 
Ce SN SUD OP Ge Se cdsctdaceccccccccccceccedecccseceecees 102 6.85 
Penn, Ohio Power & Light Notes 8s, 1986...... 2... 2.26... cece cece nee 99 8.10 
Petomac Electric Power Gen. Gs, 19288. ............-. cece e cee cneeeecees 99 6.55 
Stocks and Bonds es ee Dee Ge, Bee GR, Bee icaseccccccececsccccscccccccecces 90 6.15 
Salmon River Power First 5s, 1952......... oe jcbbidewiatnite kGlinettinas seme 87 5.90 
Shawinigan Water & Power Co. First 5s, 1934...................... _ 96 5.45 
71 BROADWAY, Seuthern Sierra Power Co, First Gs, 1986... ...........6ccccee cece cnccees 94 6.65 
GB We Bower & Bight Tired Ge, WER. cccccccccccccccccsccccccccces + 90 5.80 
NEW YORK . fF. eC. fy ee Oe eee 103 6.75 
TELEPHONE AND TELEGRAPH COMPANIES 
American Tel. & Tel. 3-Year Gs, 1922. ....... 20... cece cece cee eeees --» 100% 5.85% 
American Tel. & Tel. 5-Yeoar Gs, 1084.............cccceeeceeceeeeeees 100 6,00 
Sold De. OF Comntn Wiest Ga, BB... .kscncccccscccsccccssssccceees . 87% 8.70 ' 
Bell Tel. of Pa. First Ref. 7s, 1945. .........-+.ccceeeeeeeeeeeeeeeces ’ 1081, 6.30 
Chesapeake & Potomac Tel. Co, Va. First 5s, 1948.................. or 89 5.80 
a Home Tel. & Tel. Spokane First 5s, 1986............-0..eeeceeeeeeeeeee 90 6.05 
Western Tel, & Tel. Coll. Trust 5s, 1982.............cceeeeeeeeeeeee ees 95 5.65 
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Unlisted Utility Bonds 


An Interesting Issue Analyzed 
By James E. Halsted 


Sometimes opportunities are offered to . 


buy bonds which underlie other bonds and 
which give the same or nearly the same 
yield as the bonds which they underlie. 
The Cuban Telephone Co. Ist mortgage 
5% bond of 1951 now presents that op- 
portunity. 

The Ist mortgage 5% bonds of 1951 
were originally sold in London and are in 
pounds but are payable in U. S. coin, at 
the fixed rate of exchange of $4.8666. 

These bonds are a first mortgage on the 
property of the company and underlie the 
$4,000,000 Ist lien and refunding 7¥a% 
bonds of 1941. The bonds, note and capi- 
tal stock of the Havana Subway and 
Havana Telephone Company have been 
deposited with the trustee as further se- 
curity for the Ist mortgage 5% bond 
holders. 

There are $4,596,372 of the Ist mort- 
gage 5% bonds pledged under the Ist 
lien and refunding 74% bonds and they 
supply about 77% of the amount of in- 
terest required by the 714% bonds. How- 
ever, this percentage will be reduced in 
proportion as additional Ist lien and re- 
funding 714% bonds are issued and would 
only be about 6% if the total $50,000,000 
authorized bonds were issued. 

As just stated $46,000,000 additional Ist 
lien and refunding 744% bonds can be 
issued, but the Ist mortgage 5s is a closed 
mortgage and no additional bonds can be 
issued. It is, of course, always advan- 
tageous to own a closed mortgage bond. 

Part of the unissued Ist lien and re- 
funding 714% bonds can be issued for 
the retirement of the Ist 5s, and it is 
quite likely that this may be done so that 
the Ist lien and refunding 74s might be a 
first mortgage. There is also provided a 
sinking fund of 1% per annum for the 
retirement of the Ist 5s. 

These provisions should assist in main- 
taining the market value of the Ist 5% 
bonds. The lst mortgage 5% bonds ma- 
ture in 1951 or 10 years after the Ist lien 
and refunding 734% bond, and at this 
time everybody is attempting to secure 
long term bonds and thus be able to get 
the benefit of the prevailing high interest 
rates during a time when money is 
cheaper. 

The Ist mortgage 5% bonds had a con- 
version privilege into common stock of 
the company which has paid dividends at 
the rate of 8% for the last three and a 
half years. This privilege has expired 
according to the terms of the bond, but 
it is understood that these bonds can still 
be exchanged on the original basis of 
$125 of bonds for $100 of stock on pay- 
ing 8%. Based on a price of $75 the 
stock would cost about $94 per share, 
which would give a return of 814% on the 
money. 

From the above survey it appears that 
the Ist mosteege 5% bonds of 1951 are 
in a much stronger investment position 
that the Ist lien and refunding 7%% 
bonds of 1941. 

The Ist 5% bonds can be .bought at 
from 73 to 75 at which price they give a 
yield to maturity of about 7%%, and at 
the same time the issue which they under- 
lie, the Ist lien and refunding 71%4% bond, 
is selling at 103 or with a 74%% yield. 
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115 Broadway 





We Offer 


A Closed First Mortgage Bond 


yielding over 8.10% for fourteen years 


A well established manufacturing company dating back to 1840. 
Net Tangible Assets $2,987 for each $1,000 bond. 


Net Earnings for four year period over three times interest charges. 


LAWRENCE CHAMBERLAIN & CO., INC. 


New York 














Why They Offer 
the Best 
Opportunities for 


Safe Investment 


This pamphlet 
gives eight prim- 
ary reasons why 
BONDS offer at 
all times the best 
opportunities for | 
| safe and profitable 
investment. 


THE $ 


LIGONIER 


SIXTY YEARS OF I 





=... 


THE STRA 
BROTHERS C CO 





0 HALLS mee 
a 0 SOUTH 
a6 LA SALLE STREET 
Cnn 
ae — —_— oa 





TRAUS 


BROTHERS CoO. 


Otis Building, 10 South La Salle Street, Chicago 
FORT WAYNE 
Capital and Surplus $4,000,000 


DETROIT 


NVESTMENT SERVICE 





~ Mail this coupon today for a free copy 





Write for this inter- 


esting pamphlet M12 ‘Nome 
The Straus Brothers Co. 
10 S. La Salle Street, Chicago Address 


Please send me vour new 
pamphlet giving eight reasons 
why BONDS are the best in- 
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IN SPAIN 


Six of its own branches in 
important Spanish cities en- 
able the Anglo-South Amer- 
ican Bank, to offer excep- 
tional facilities for the 
rompt and efficient —— 
~- of import and on 

business with Spain. These 
branches are located at: 


Madrid Vigo 
Barcelona Bilbao 
Valencia Seville 
Other branches in 
Paris Argen 
Bradford Chile 
Manchester Peru 
Mexico Uruguay 
Head Office, London 
TH 


“BANK. LIMITED ° 
New York Agency, 49 Broadway 























CANADA 


Potentiality! 








All that Canada has achieved is 
nothing as compared to what 
this young growing nation is 
destined to accomplish. 
Canada stands today for Po- 
tentiality—the fair promise of 
eat things that will spring 
co her splendid resources 
and her youthful energy. 
Here is the true field for the 
investor who wo see his in- 
vestments steadily increase in 
value. 
The Chemical and Fertilizer in- 
dustry is becoming one of Can- 
ada’s strongest native gro 
Let us tell you something about 
the investment opportunity of- 
fered by the 8% Preferred 
Participating Stock of a Com- 
pany, now offered with a sub- 
stantial bonus of Common. 


dian investment matters to United 
States enquirers. 


Graham Sansoné (a 


INVESTMENT BANKERS 
TORONTO, CANADA 


Full and prompt service on all Cane- 











FOREIGN TRADE AND SECURITIES 


(Continued from page 233) 








process of funding into long term securi- 
ties before we can feel that the interna- 
tional balance sheet is clean, and that a 
basis has been reached for the re-estab- 
lishment of normal trade upon a footing 
which would at least hold out the prospect 
of maintaining a fairly stable rate of 
exchange at such ratio of currency values 
as might be determined upon. 

Stated in another way, this seems to 
mean that if we were today endeavoring 
to set ourselves square with the world 
at large in order to make a fresh start 
toward normal foreign trade relations, 
it would be essential to induce investors 
to purchase and pay for about 3 billion 
dollars of securities (pay for them, that 
is to say, in the sense of accepting 
these securities in lieu of the technically 
demand claims which we now hold 
against foreigners). This estimate fur- 
nishes an idea of the magnitude of the 
exchange problem by which the United 
States is faced at present. 


Distribution Among Countries 


The problem is also rendered more 
complex by the fact that, in the case of 
some countries, the United States is not a 
creditor but a debtor. The figures already 
given relate to net balances, while actual 
figures, of course, show that some coun- 
tries have a small claim upon us and that 
still other countries are correspondingly 
more heavily indebted to us. A _begin- 
ning of such an analysis can be best made 
by further examining the position in 
which the United States stood with re- 
spect to various countries at the close of 
the year 1918. The figures contained in 
Table III show the total of our claims or 
indebtedness at that time, balances owed 
to the United States being indicated by a 
minus sign while those not thus marked 
represent the amounts which we owed to 
foreign countries. 

From this showing it will be noted that 
at the close of the year 1918 the bulk of 
our indebtedness was due to the European 
nations with smaller balances due Asiatic 
countries and to South America, while 
we had small claims upon the Central 
Powers and upon countries in Africa and 
Australasia. The bulk, however, of our 
open accounts were carried with the allied 
nations of Europe. Our business at the 
present time with reference to these na- 
tions will in all probability show that our 
claims upon the rest of the world are 
largely concentrated in Europe and that 
as respects several of the Asiatic and 
South American countries we have either 
little or no net claim. 

This, in some ways, simplifies the situa- 
ation, and in others renders it more acute. 
Analysis of the gold imports which have 
been received by the United States dur- 
ing the past eleven months, and which now 
amount to over 800 million dollars net, 
shows that these shipments have been 
made for the purpose of liquidating bal- 
ances that would otherwise have normally 
been paid in goods, and that, in many 
cases, the shipments were made by coun- 
tries which obtained the gold either by 
drawing upon their banking stocks, or by 
getting it from other nations which had 


produced it and which let them have it 
upon credit. An example of the latter 
kind is seen in the shipments of South 
African gold to the United States for 
British account, while an example of the 
former is seen in the shipment of gold 
from German or Russian stocks, made 
directly or indirectly as the outcome of 
the reparations payments. 

As the year 1921 has progressed, the 
international debt relations of the various 
European countries among themselves, as 
well as their relations with the rest of 
the world, have tended to become much 
more complex, so that even though at any 
time it may appear that a large part of 
our claims are directly concentrated upon 
European countries, they, even in such 
instances, involve the international debt 
relations not only of these countries them- 
selves but also of others which are debtor 
or creditor to them, 

The striking example of such a situa- 
tion is seen in the case of the German 
mark whose depreciation in this market 
does not arise from a heavy balance of 
payments due from Germany directly to 
the United States, but grows out of such 
a heavy balance due from Germany to 
her creditors on reparations account, these 
creditors themselves, however, being large 
debtors both funded and unfunded. An 
exact statement of present international 
balances reduced to balance sheet terms 
for all countries would involve an ex- 
tremely elaborate analysis of the same 
items which have already been considered 
for the United States in their applica- 
tion to each and every one of the several 
nations. Needless to say data for such a 
complete analysis are not available to-day. 


Problem of Exchange Settlement 


As the analysis of international balances 
becomes plainer, and as the experience 
shows the impossibility of expecting ex- 
changes to recover of their own accord, 
it seems to be more and more evident 
that two factors must be dealt with in any 
effort to bring about an adjustment. It is 
probable that the International Conference 
on Foreign Exchange which is now ex- 
pected to meet at no distant future will, 
therefore, have to address itself to these 
matters : 

1. How to fund existing international 
floating or unfunded indebtedness; 

2. How to bring about a satisfactory 
redistribution of gold throughout the 
world in order to put banks back upon a 
basis of specie payment, or in the ab- 
sence of such redistribution, how to find 
some acceptable substitute for it. 

Of these two questions, the former is 
perhaps the simpler, although not neces- 
sarily the easier. It is, moreover, a ques- 
tion which largely concerns the United 
States. Much has been said of the im- 
mense funded indebtedness represented by 
the war advances made by our Govern- 
ment to European nations. This now 
amounts, with accumulated interest, to 
about 11 billion dollars. This sum is 
frequently spoken of as “unfunded” but 
it is actually funded in the sense that it 
is represented by written certificates in 
the possession of the Treasury although 
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funding of it is still to be effected in the 
sense that it is to be converted into long 
term obligations of a definite kind. 

The constant complaints of the existence 
of this balance and the suggestions that it 
be cancelled in order to relieve the world 
of present exchange difficulties are in no 
smal] degree irrelevant. Thus far the 
foreign countries have paid nothing 
greater than merely negligible amounts to 
the United States so that the debt owed 
by them to the Government has, except 
morally, been no burden whatever upon 
them. Indeed, if an arrangement were to 
be made whereby they were to begin pay- 
ing interest in the early future, this debt 
would for the first time become a burden 
and the payment of such interest would 
aggravate the already difficult exchange 
situation. 

The indebtedness which has _ really 
caused serious trouble and is causing it 
to-day, is the unfunded indebtedness which 
is the subject of this article, and in dealing 
with the situation a beginning must be 
made by providing for the funding of the 
open account items now outstanding. In 
other words, a plan must be devised 
for the furnishing of long term credit 
to European and other debtors if they 
are actually unable to settle by any 
other means, as would seem in most 
cases to be true. The second problem, 
that of redistributing gold, is much 
more complex and is due to the fact 
that unless such a redistribution occurs 
there will be no definite means of pre- 
venting a future overdevelopment of 
trade along the same lines which since 
the beginning of 1919 have brought 
about the present one-sided condition 
of affairs. 





A FORECAST OF THE STOCK 
MARKET FOR 1922 
(Continued from page 223) 











in mind that no one can actually anticipate 
what will happen within a week, to say 
nothing of attempting to predict a whole 
year,in advance. The important point is 
that prices have evidently turned upward 
for the long trend, and that bull markets 
have a way of running a couple of years 
before their tendency is reversed. This 
bull market, if I may so term it, began 
at the low point in August, 1921. 





WILL. MINING COMPANIES 
PROSPER IN 1922? 
(Continued from page 264) 











demand for these metals has been accu- 
mulating recently, during a period of in- 
dustrial stringency, when potential con- 
sumers have been unable to buy, we are 
justified in taking a very optimistic view 
of the future of mining. 


Conclusion 


Under such circumstances, it behooves 
those who are following the development 
in the mining industry to follow at the 
same time the behavior of the leading 
mining shares, keeping in mind the 
knowledge, based on past experience, that 
these shares will discount future pros- 
perity before it arrives, and that those 
companies that have large ore reserves are 
likely to duplicate their dividend records. 
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Canadian Issues 
Increase the Yield 


Babson says: “Americans would do well to 
include some Canadian issues in their lists, to 
get the advantage of the exchange situation.” 


We have many American clients who look to us 
for advice, and to execute their orders. Our 
analyses of especially attractive investments, and 
carefully considered recommendations, will be 
mailed promptly on request. 


Greenshields Review gives latest facts on 
Canadian issues. Write for a copy today. 


Greenshields & Co. 


Investment Bankers 


Montreal: 17 St. John Street 
Toronto, 14 King Street East Ottawa, Central Chambers 








INVESTMENT SECURITIES 


WHITEHOUSE & CO. 
Established 
1828 


Members of the 
New York Stock Exchange 


111 BROADWAY 
New Yorxr 


Keyser Bipo. 
Battrore, Mp. 


186 Remsen Sr. 
Brooxiyn, N. Y. 























































UNLISTED 
STOCKS:BONDS 


Specialists: 
Borden Co. 
Atlas Portland 
Ward Baking 
American Typefounders 
Singer Mfg. 


TOBEY & KIRK 


New York Stock Exchange 
Members ine J Stock Exchange 


25 Broad Street, New York 


208 So. La Salle St., Chicago 
wee Private Wire 


ay roit Pittsburgh 
mevtde Cleveland 





QUOTATION and 
INVESTMENT SERVICE 


FOR 


BANKS and SECURITY DEALERS 
WEEKLY 


Six Comprehensive Quotation 
Sheets 


Condensed descriptions of about 100 se- 
curities, representative issues classified 
urder the following groups: Public Util- 
ity, Industrial, Railroad, Canadian, For- 
eign. These are compiled by och ‘of the 
six divisions of our Bond Dep 


SEMI-MONTHLY 


Investment Suggestions to Dealers 


Condensed descriptions of about. 100 se- 
curities, together with prices and ap- 


proximate yields. A diversified list es- 
pecially helpful to those making offer- 
ings to the individual investor. 


We shall be pleased to mail these services 
regularly to dealers in investment securi- 
ties upon request 


PYNCHON & CO. 


Members New York Stock Exchange 
111 BROADWAY, NEW YORK 


Private wires to principal cities of United 
States and Canada 
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IMPORTANT ISSUES 
(Quotations as of Recent Date) 


American Type Founders, com.. 43- 47New Jersey Zinc............... 123-125 
Atlas Portland Cement......... 41- 47Niles-Bement-Pond ............ 40- 42 
Baboock & Wilcox............. 98-102 Phelps, Dodge Corporation..... 170-185 
Borden Company ............. 94- 96Royal Baking Powder Co....... 90- 95 
aE eee -100-102Safety Car Heating & Light.... 60- 63 
| gs a eer 100-102Stetson (John B.) ............. 285-310 
ee ..- 7OThompson-Starrett ............ 55- 65 
Jos. Dixon Crucible ........... 124-137 Victor Talking Machine........ 800-900 
REP rere 140-155Ward Baking Co............... 93- . 

H. W. Johns-Manville.......... 375-450 Yale & Towne Mfg............ 260- 270 


Niles-Bement-Pond Company 


A Good Business Man’s Investment 


This company is a consolidation of 
several tool machinery manufacturing 
concerns which had been in existence 
for a number of years prior to the 
organization of the present company in 
1899. Miles-Bement-Pond is engaged 
in manufacturing various kinds of ma- 
chinery, including railroad machinery 
and supplies, tools, lathes, drills and 
various small machinery. The com- 
pany operates plants at Philadelphia, 
Pa., Hamilton, Ohio, Plainfield, N. J., 
Ridgeway, Pa., and Canada. 

Like many concerns whose shares 
are unlisted, this company has had an 
excellent dividend record. Dividends 
on the common stock have been paid 
regularly since 1900, with the excep- 
tion of the period 1913-1915, when no 
dividends were paid. The rate of dis- 
bursement has varied from 3% an- 
nually to 12% and in 1907 shareholders 
were presented with a 40% stock divi- 
dend. The present rate is 4%, payable 
quarterly at the rate of 1%. This rate 
was reduced from 1%% last February 
and the rate just prior to that was 2% 
quarterly. In other words, during the 
past year the dividend rate has been 
cut in half. However, in this respect, 
the company has fared no worse than 
many others during the recent period 
of depression. 

In addition to the $8,500,000 out- 
standing common stock, there are two 
issues of preferred stock, one the $1,- 
300,000 Pratt & Whitney 6% cumula- 
tive preferred, which is mostly held by 
the parent company, and the other the 
regular 6% preferred, which amounts 
to $1,674,200. The parent company 
guarantees interest on the Pratt & 
Whitney preferred stock, but total divi- 
dend requirements on both preferred 


* issues amount to only $215,000 annually, 


not a very large amount for a concern 
that for years has been accustomed to 
earn on the average about $3,000,000 
annually. It will be seen from this that 
the preferred stocks have a very high 
rating and may be considered gilt-edge 
investments. There is no funded debt. 

The financial position of the company 
is solid, with about ten times current 
assets over current liabilities. The 
company carries a heavy depreciation 
reserve amounting a year ago to $6,- 
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000,000. This illustrates a conservative 
and sound corporate policy. 

The common stock, while it is not 
listed, has a fair market over the coun- 
ter and is currently quoted at 40-42. At 
this price the yield is about 10%, which 
is very attractive, considering the ex- 
cellent financial position of the com- 
pany, its record for past earnings and 
its presumably good outlook for fu- 
ture earnings. This issue has a good 
record for stability and at current levels 
offers a good opportunity for what is 
known as a business man’s investment. 





THE BORDEN COMPANY 


A Nation-Wide Industry—Shares Seem 
Attractive 


Although the name of the Borden 
Company is commonly associated with 
milk only, the company itself and 
through subsidiaries makes and dis- 
tributes condensed milk, dried and 
malted milk, condensed cocoa and 
milk, condensed coffee and milk, milk 
chocolate, etc. It has 31 condenseries, 
11 can plants, 2 confectionery plants, 
malted milk plants, dried milk plants, 
and operates in ten different states in 
the U. S. A. and in the various prov- 
inces of Canada. 

The company invested $14,000,000 
alone in the milk and cream business, 
which branch is in the hands of the 
Borden’s Farm Products Co. The 
company suffered from the depression 
in general business and the high cost 
of operation, deliveries, production, and 
distribution. The advertisements of 
the milk producers regarding the recent 
strike show that employes were paid 
more .than was generally supposed, 
and a readjustment in production costs 
should follow. The company was op- 
erating at about 40% of capacity in 10 
of its plants at the end of last year and 
we understand that it has been doing 
substantially better since that time. 
The recent strike may reduce its in- 
cothe somewhat in the milk and cream 
departments, but the company does not 
entirely depend on this. In fact, the 
“milk business” as we know it is not 
the source of the largest profits. 

The company owns extensive real 
estate and the estimated cost of $3,- 
000,000 for its recent new building 
would represent an investment of over 
$1,000,000 out of earnings alone. 
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The company has a remarkable divi- 
dend record, which is unbroken, dating 
back to the time of its incorporation 
nearly 23 years ago. It has paid the 
6% cumulative preferred dividends 
without a break and the 8% common 
dividends and sometimes as high as 
10%, with a good margin to spare to 
put back into the company. We have 
seen no report of earnings prior to 
1919, but the company reported nearly 
$11 a share on the common last year 
and a trifle under $18 in 1919. Gross 
business in both years averaged around 
$120,000,000. The preferred dividend 
was earned nearly five times last year 
and nearly eight times in the previous 
year. The company has never had any 
funded debt, having built up the busi- 
ness out of earnings and small issues 
of new common stock, which latter has 
only been increased to our knowledge 
under $4,000,000 in all the years it has 
been in business. Apparently in 1917 
and 1918 the company earned approxi- 
mately 15% on the common stock on 
the average. It is safe to assume that 




















BORDEN Co. 
Consolidated Income Account Year to Dec. 
$1 

ME. cc ccnedeenentaquee $120,293, 572 
OE Se eee 3,503, 
Other deductions ............. 684,142 
Net income 2,818,859 
Previous surplus 6,856,051 
a ae $9,674,911 
Dividends: 

Borden Co. pfd. (6%)....... $450,000 

Borden Co, com. (8%)...... 1,709,440 

Borden's Farm Products Co. 

FF 2 EES 29,239 
Appropriations for res....... €05,920 
Loss on prop. and sec. sold... 275,534 | 
Surplus, Dec, 31, 1920.. $6,604,777 

= 








the company has “plowed back” a sum 
not far short of the annual dividend— 
$8 a share—in the past 10 years at least. 

Current obligations (unfunded) were 
rather large last year, totaling over 
$16,000,000, but on the other hand re- 
ceivables, cash and Liberty bonds were 
nearly $10,000,000 and inventory not far 
short of $20,000,000. The company’s 
credit is apparently excellent and it can 
undoubtedly finance its current obliga- 
tions and loans from banks. The stock 
is slightly higher than the low of about 
85 this year, the present market being 
97-100. At the bid price the yield 
would be 8.3% with ultimate possibili- 
ties in the way of extras and much 
higher market prices. One cannot but 
conclude that the preferred stock sell- 
ing around 90 and paying $6 a share 
to yield 6.7% is a gilt-edge investment 
among the best of the issues that have 
a permanent and reliable market over 
the counter. 

Borden’s Farm Products Co. is con- 
trolled by the Borden Company, which 
was organized in 1917 in exchange for 
the Farm Products Company, capital 
stock of $14,000,000 representing the 
tangible investment in this branch of 
the business. Both the preferred and 
common stock outstanding to the ex- 
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‘Safety Bonds”’ 


The principle of safety has always been 
such an important factor in considering , 
investment of funds that we are justly proud 
of the fact that many people call bonds 
offered by us ‘‘Safety Bonds.’ 


How these bonds are strongly safeguarded, 
and why they are good investments at 7% 
—explained in detail in our literature. 


AMERICAN 
ND & MORTGAGE 


' COMPANY 
American Bond & Mortgage Building 
a N. Dearborn St., Chicago—562 Fifth Ave., NewYork City 


Columbus. Ohio Davenport, lowa 
Grand Rapids, Michigan Rockford, Illinois 


Sign Below and Mail This Coupon for Literature 1312 


















































contains the most recent available in- 
formation regarding the eighty 
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° | independent 
i j - 
L Oi} Companies 
8To / 
Cks whose securities are actively traded in, 
j including the latest financial reports 
and descriptions of the properties. 
The booklet should prove of special 
: : interest and value to investors at this 
ee mena NEIMER & 0G time because of the changed condi- 
Tate, ° ° . 
nr | tions in the petroleum industry which 
j have resulted in an improved market 
— <= for oil securities. 


Capies will be supplied free upon request for Booklet N-3 


CARLH.PFORZHEIMER&CO. 


DEALERS IN STANDARD OIL SECURITIES 


25 Broad Street New York 





















































Our Monthly 
Railroad Bulletin 


gives recent information on the 
railroad situation as well as 
statistical data regarded as 
necessary by shrewd railroad 
investors. In view of the re- 
cent move of some railroads to 
better their earnings, our latest 
bulletin should prove of espe- 
cial value. It will be sent 


FREE on request. 


The Partial 
Payment Plan 


of buying securities is recog- 
nized as being the most con- 
venient and helpful method of 
acquiring good dividend-paying 
securities on easy payments. 
We are equipped to execute 
orders for full or odd lots of 
stocks on Our Partial Payment 
Plan or on conservative margin. 
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Financial 
Review 


Our Weekly Financial Review 


summarizes current factors, 
having a _ bearing upon 
Stock Market fluctuations. 
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E. W. Wagner & Co. 
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HOW BUCKET SHOPS SWINDLE BANKERS AND BROKERS 
(Continued from page 231) 








through another. This requires a larger 
initial capital but after a few weeks of 
such trading the offsetting trades reduce 
the capital requirement to little more 
than where only one account is carried. 

However, no real effort appears to have 
been nade to test out the possibility of 
invoking this law, and the illegitimate 
brokers insist that the worst they have 
to fear from this enactment is a civil 
suit to force them to regain possession 
or control of the stocks and this they 
point out is hardly worth while to the 
client as the particular account under re- 
view could readily be placed in the proper 
bookkeeping shape and the case beaten 
on its legal merits, 


Position of New York Stock Exchange 


It is decidedly in place to consider here 
the position of the New York Stock Ex- 
change in the fight against the bucketshop 
evil. The “Big Board” has a far greater 
interest in the subject than any layman 
or publication. THE MAGAZINE oF WALL 
STREET is interested, for example, in 
protecing its readers from these prowlers 
of the financial district who have rendered 
many people unnecessarily afraid of in- 
vestment securities and have given a false 
view of legitimate trading operations. 
The layman is interested in the subject 


only so far as his own funds are con- , 


cerned, and he is very apt to decide that for 
his own protection he will stay away from 
“Wall Street”—which to his mind means 
not only trading but investment in the 
best of listed stocks and bonds. Curiously 
enough he then becomes easy prey for the 
itinerant promoter of inflated local in- 
dustries, but that has no part in this 
article, 

But the New York Stock Exchange is 
primarily interested because the bucket 
shop uses the institution’s quotations as 
the basis for its nefarious operations, and 
seeks always to give the impression that 
it is a member of the Exchange—an im- 
pression greatly facilitated by purchases 
of stock on margin from a sure-enough 
member of the New York Stock Ex- 
change The Bucket Shopper “gives up” 
that name on the confirmation sent to his 
client. The inference is obvious that both 
brokers are members of the same ex- 
change or they would not trade together. 
The law enables a broker to give up in 
this way the name of the Stock Ex- 
change member without requiring the 
bucket shop to make clear that it has 
only purchased the security on margin 
and is only a client of the Stock Ex- 
change firm just as any one else 
might be. 


Ticker Quotations 


Up to 1912 bucket shops had unrestrained 
use of the quotations of the New York 
Stock Exchange. Everybody had. The 
Western Union Telegraph Company dis- 
tributed the quotations and under its con- 
tract the Stock Exchange had no super- 
vision over the quotation clients of the 
Western Union. In 1912 following the 
Hughes investigation the Stock Exchange 
took up the question of revising the con- 
tract with the Western Union but it was 
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not until June, 1914, that the new contract 
and regulations were in proper shape. 

Then the war broke out and the Stock 
Exchange closed. When it reopened in 
December, 1914, the new contract went 
into force. Under it the Western Union 
cannot give quotations to any one without 
the sanction of the New York Stock Ex- 
change, and the service can be terminated 
instantly without previous notification. 
Frequently it has been found necessary to 
cut off quotations from non-members 
whose methods of doing business did not 
appear to meet the test imposed by the 
Stock Exchange and the tickers have been 
disconnected in the middle of the day 
to the amazement of the customers who 
happened to be present when the wires 
were forcibly ripped out. 

This new contract deprived the bucket 
shops of quotations except for the leak 
that grew out of injunction proceedings 
instituted by several non-member brokers 
who had been getting quotations under 
the old contract. These injunctions were 
in force for something like 18 months. 
In the meantime the Stock Exchange— 
in 1915—accused two of its members in 
Pittsburgh of dealing with bucket shops, 
and after trial they were suspended, one 
of them selling his seat before his year’s 
suspension expired. The other has not 
given cause for suspicion since then, 

In March, 1916, the Pennsylvania au- 
thorities, who had been interested in the 
situation by the New York Stock Ex- 
change, which had assisted in gathering 
the evidence, raided the “Bucket Shop 
Exchange” in Pittsburgh, arresting some 
of its members and closing the exchange 
for good. 

It was this, in the estimation of the 
Stock Exchange that ended the bucket 
shop, and so far as the old-time bucketing 
organization is concerned the demise was 
positive. The individual “shop” whose 
operator worked “on his own” had given 
way to the nation-wide ring with its hub 
in Pittsburgh. And this had _ been 
scotched. 

Since that time no one has enjoyed the 
use of the quotations of the New York 
Stock Exchange unless he has been ap- 
proved by the committee on quotations 
of the Exchange itself, and, some people 
claim, one can feel safe in doing business 
with a broker who has this ticker ser- 
vice. There are other tickers that may 
look like the real one to the unsophis- 
ticated and it may not be advisable always 
to take the broker’s word for it. There 
are ways of finding out. 

Authorities Face Difficulties 

As to the relations between the members 
of the New York Stock Exchange and 
the bucket shops, or between the bucket 
shops and members of the Consolidated, 
Boston, Philadelphia or other stock ex- 
changes where many of the same securities 
are traded in, the authorities of these ex- 
changes are in a rather difficult position, 
as they view it. 

The modern bucket shop, as a client 
and not as a broker, has naturally the 
privilege of calling its broker-member of 
the Exchange on the telephone and of 
getting the latest quotations on a number 
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of stocks. It is a question whether it has 
a right to “continuous quotations” which 
is a different matter altogether. The 
courts have held that the Chicago Board 
of Trade is entitled to exclusive ownership 
and control of ‘its quotations and the same 
decision is believed to cover the New York 
Stock Exchange quotations. 

The bucket shops in many cases have 
direct or special wires to Stock Exchange 
houses to facilitate the transaction of busi- 
ness, such as the placing of orders, verbal 
confirmations of executions, transmission 
of occasional quotations, and so forth. 
That they feel entitled to special service 
may be gathered from the fact that they 
give a large amount of business to the 
brokers and these last, although they are 
members of the Stock Exchange, are not 
always overly anxious to detect evidences 
of offsetting or bucketing sales. These 
telephones to Stock Exchange members 
enable the bucket shops to transmit to 
other offices with which they may be con- 
nected by private telegraph or telephone 
wires, quite a string of quotations, and 
to give the appearance in these other 
offices of receiving the “continuing quo- 
tations” so desirable to the transaction 
of bucket shop operations. 

The Stock Exchange, however, as its 
officials so often have pointed out, cannot 
convict a man on suspicion. It has been 
the rule of the “Biz Board” never to con- 
vict one of its members of an offense 
unless jt was felt that the evidence pre- 
sented would warrant a conviction in a 
court of law, if the same ethical or moral 
transaction were a violation of a State 
law, and the difficulty in proving the im- 
proper relations between legitimate and 
illegitimate brokers is increased by the 
unwillingness of the average man to ad- 
mit that he has been victimized. He 
doesn’t want his business associates, his 
family or his friends to know that some- 
body got the better of him and swindled 
or robbed him of everything except his 


eye-teeth, 





SWITCHING INTO INCOME 
(Continued from page 249) 











orado & Southern to Baltimore & Ohio 
resolves itself into the following factors: 


1. Colorado & Southern has fully demon- 
strated its ability to earn a substantial bal- 
ance on its common stock with its present fixed 
obligations, which have increased yw A — ayy | 
 mwe Gen te yous, whem © timore 
Ohio has not yet shown an earning power . 
ficient to leave a substantial lance on its 
common stock, after providing for its greatly 
increased fixed charges. 


2. Colorado & Southern has resumed divi- 
dend payments again for the first time in nine 
years and should have no difficulty in main- 
taining a $3 1 dividend, if the directors of 
the ay ~ company so desire it, whereas the 
eutieah for a =a of o 
on the 
or two 





ommon 
Baltimore & Ohio within the next year 
seems unlikely. 
lo 


ais’ at | Same eae Se 
eth ng $3 per annum and giving a re- 
x * on the investment is a better 


han Baltimore Ohio common at 
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offers a limited amount of 


7% 15-YEAR GOLD NOTES 


Interest payable quarterly through any Bank or Banker in the 
United States 


With a bonus of 


10 Shares Participating Class “A” 
Stock, Par Value $10.00 


The GEORGES CLOTHING CORPORATION, operating in 
New York, Philadelphia and Buffalo, did a gross business last 
year of $2,000,000. In the last five years more than $1,000,000 
has been spent in advertising. Its trade name and trade-mark 
are among the best known in America. The business has ap- 
proximately 200,000 customers, and its large assets consist of 
quickly salable merchandise, constituting one of the greatest 
necessities of daily life. 


Established in 1879, for 42 years this business has expanded 
wholly from its own earnings. It has never invited outside capi- 
tal to finance its operations. Existing conditions in the industry 
justify an immediate expansion along national lines through the 
opening of additional stores, and it is for this purpose that these 
bonds are being offered. 


Georges Clothing Corporation has no indebtedness of any kind 
except these Gold Notes and common stock. The Gold Notes 
are not preceded by any bond, mortgage or preferred stock. 


These Notes can be purchased in $100.00 denominations and are 
attractive to the modest investor. 


Ask for illustrated circular M.W. 


CLOTHING CORPORATION 


15 West 34th Street New York City 
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A 93-page cloth bound 
book written by a lead- 
ing financial authority. 


Contains many scien- 
tific facts of great 
value to the investing 
and trading public. 


Complimentary copy 
furnished while 
limited supply lasts. 


Ask for M.W.-177 
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A description of this 
well-known railroad 
property and the im- 
portant features of its 
growth since organi- 
zation, together with 
a brief history of its 
operations, is  con- 
tained in our 












Financial Review 








Gratis on request for “M.W.-55” 


THOS COWLEY & (0 


Stocks and Bonds 
115 Broadway, New York 
Telephone Rector 5150 

























OVER THE COUNTER 
(Continued from page 285.) 











tent of around $14,000,000 are owned 
by the Borden Company. It is claimed 
that the company makes only a small 
profit on the milk distributing end of 
the business and no reports are avail- 
able as to the earnings of this subsid- 
iary. /This end of the business controls 


_a vast chain of distributing depots, 


stores, milk wagons, trucks, automo- 
biles and perhaps several millions of 
milk bottles. 

Prohibition, education as to the value 
of milk and its products, and increase 
of population are back of our predic- 
tion that the company will continue 
growing. Every advertisement, every 
item of publicity regarding milk—even 
of competitors—helps the Borden Com- 
pany. 

We believe that it will pay the in- 
vestor already committed to stand by 
his company and for safety we know 
of very few sounder stocks than the 
Borden’s’ preferred issue and we be- 
lieve there are excelient possibilities 
for the common stock eventually. 





ANACONDA FACES PROSPEROUS 
FUTURE 
(Continued from page 265.) 











out extensive vein areas below present 
available workings. 

We should not overlook the large cop- 
per properties in Chile which the company 
is developing and equipping for these 
mines will eventually become heavy pro- 
ducers of low-cost copper. When brought 
up to production, the Andes Copper Co., 
Anaconda’s South American subsidiary, 
is expected to rank with the biggest cop- 
per mines of the world. An ore body 
eighteen hundred feet long, nine hundred 
feet wide and eight hundred and fifty 
feet deep, has been determined by churned 
drilling operations, This immense ore 
body is estimated to contain more than 
30,000,000,000 tons of ore averaging about 
one and one-half percent copper. 

Anaconda’s further activity in the in- 
dustrial field, and its development as a 
selfcontained organization, is suggested by 
the recent discussion with reference to its 
purchase of shares of the American Brass 
Co. As the American Brass Co. is a 
large buyer of copper, and has been in the 
market recently with substantial orders, 
it is logical that such an organization 


should be in close alliance with Anaconda. - 


Conclusion 


From time to time we have advised our 
readers to accumulate the leading copper 
shares, including Anaconda, as soon as 
these shares began to discount future im- 
proved conditions in the copper industry. 
This discounting process has been so ap- 
parent of late that it is hardly necessary 
to warn those who have funds available 
for the purchase of additional copper 
shares, to give serious consideration to 
this issue before the preliminary discount- 
ing movement is over and the shares be- 
come toppy or reactionary prior to their 
ultimate further advance. 





Meeting Fixed Charges 
With Bond Interest 


We have prepared a leaflet 
showing how to secure a 
monthly income. 


10 Year Price Range 
Of Bonds 


32 page Pamphlet—Sales— 
Prices — Yields — Highs and 
Lows, etc. 


Bond Terms Defined 


Full explanation of all types 
of bonds. 


Semi-Monthly Circular 
Listing Best Bond Buys, etc. 


To obtain your free copies, write 
on your business or personal 
stationery. 
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GO WEST YOUNG MAN 
(Continued from page 236) 











return to normalcy.” 

Taking pattern from English publications 
our_ public prints might very effectually 
devote more attention to trade and other 
commercial opportunities in South America 
or Asia in substitution for the enormous 
number of front page lectures from 
England about blood being-thicker than 
water, from France that she resents this, 
that and the other world happening from 
Italy the pleading for pooling of the 
world’s natural resources and from Ger- 
many sarcastic or occult comment upon 
what America does or omits to do. 

We do not need and we should never 
seek for world dominion to the disad- 
vantage of honest competition of other 
nationals, Ethically and economically it 
may be a question whether wo ought not 
to moderate our fierce competition in 
eastern South America and thus to a 
large degree leave Argentina and Brazil 
for European exploitation. 

Logically we should and inevitably 
we shall turn about from East to West. 
Nations (quite like individuals) tend to 
follow the line of least resistance and 
this is obviously the countries border- 
ing the Pacific. 

We shall take example from England 
from the time when she became a factory 
developing the resources of backward 
countries and creating a vast consumptive 
power thus benefiting ourselves and all 
mankind. 

It is high time to begin lest Japan may 
forestall us. 

The psychological moment is here. 
With Australia and New Zealand there 
is evident rapprochement (as witness the 
recent New York Queensland loan), China 
is more than friendly and since the open- 
ing of the Panama Canal Colombia, 
Ecuador, Peru, and Chili are much closer 
to the United States than to other 
countries, 

The resources and potential con- 
sumptive power of China and India 
are known to all. “The commer- 
cial current that before the war flowed 
between the Dutch East Indies and Europe 
is now partly turning to the United 
States.” In the five years ending with 
1918 we doubled our exports to Australia. 
From 1913 to 1916 our sales to New 
Zealand increased from $1,000,000 to 
$2,500,000 for automobiles, from 0 to 
$1,500,000 for pneumatic tires, from $5,000 
to $200,000 for motorcycles, from 0 to 
$140,000 for glass, from $5,000 to $250,000 
for socks and stockings, from $350,000 to 
$500,000 for electrical machinery, and 
from $95,000 to $500,000 for cotton fabrics. 
Lastly, western South America. A recent 
issue of the London Statist dwells upon 
the vast possibilities of Colombia and 
vehemently urges Englishmen to action. 
Ecuador is but awaiting an awakening by 
some enterprising nation. In Peru there 
is production of wool, the finest cotton 
in the world, a high grade of sugar, 
stupendous unexplored mineral wealth, 
immense timber tracts and one expert has 
recently stated that “the whole of* Peru 
lies in a basin of petroleum.” 


“GO WEST YOUNG MAN!” 
for DECEMBER 24, 1921 





LITLE, SCHIETINGER 
and GOODWIN 


Financial and Industrial Accountants 


AUDITS, COSTS, INVESTIGATIONS 
FEDERAL AND STATE TAXES 


Industrial Service and supervision in problems of organiza- - 
tion, reorganization, management and System. Studies and re- 
ports of properties and operating companies, for bankers, execu- 
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Armament—and Business 


Unlike nations, business must be armed. For the present 
terrific competition, your company must be prepared and ready. 


Industrial preparation means knowledge; knowledge of facts, 





knowledge of happenings, of constructive thought. 
The business magazines lead in presenting 
a. | this valuable information to its readers. The 
¢ , : INDUSTRIAL DIGEST collects under one 
ii fa De THE cover for quick and easy reading all this 


wealth of material. 


‘INDUSTRIAL 
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| 
—— i 


Every worth while article from the best of 


0) fe) es ae | the trade and technical publications appears 


fortnightly in the INDUSTRIAL DIGEST 


Sa in condensed and readable form. The publi- 

a cations in your own industry as well as 600 
other magazines are there for your industrial 
armament. 


Not millions, but $5,00 is the price of pre- 
paredness for one year. And if you don’t see 
the value contained in this concentration of 
industrial knowledge, tell us so after you 
receive two issues; we will destroy your bill 
and there will be no charge for the test. 


‘seen ee ee eee = SEND THE COUPON .nsessecessesuune 
THE INDUSTRIAL DIGEST, 25 West 45th Street, New York, N. Y. Dept. M3 
This is the preparedness I have wanted, so send the magazine at once 
and save the annual Index for me. I will send a check for $5.00 after read- 
ing two issues, if it is as valuable as you say. 
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First Mortgage Bonds 


are getting scarce 
We can still offer a limited 
amount of long-term First 
Mortgage 5% Bonds of a 


prosperous 


Public Utility Company 
having a wide diversity of 
earnings from electric light 


and power, 


gas and 


ice 


plants and an urban trac- 


tion line. 


To Yield About 7.30% 


Interest earned 234 times. 
Write for Circular N-18 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall Street 


New York 




















Trustworthy 
Investment Service 


If you desire to purchase 
securities, you will do well 
to investigate the unusually 
complete service which we 
can place at your disposal. 
It includes facilities for pur- 
chasing Odd Lots of stock, 
Foreign Exchange and all 
listed or unlisted stocks and 


bonds. 


You can start investing 
with a small sum. We 
shall be glad to send you 
full information regarding 


the above. 


WRITE FOR BOOKLET M.W. 


GiisHoim @ (HAPMAN 


Members New York Stock Exchange 
71 Broadway, New York City 


























A CRITICISM OF THE OLDHAM PLAN 


(Continued from page 247.) 











group had no special advantage over 
the other in location, character of traf- 
fic carried, operating costs, main- 
tenance charges, or in any other essen- 
tial operating factor—the necessary 
readjustment of the capitalization of 
the ‘weaker’ group is all that is required 
to make their financial showing similar 
to that of the stronger group.” 


Does Not Cover All “Weak” Roads 


The reader should understand that 
this general statement would in no way 
cover those roads which the MaGazINe 
treated as “weak” because of lack of 
feeders and branch lines, or roads with- 
out a proper outlet for traffic, or in- 
sufficient terminal facilities. But even 
those roads which have ailments other 


than over-capitalization should as part 
of a completely unified system, if 
properly allocated, strengthen and not 
weaken the system. But to get back 
to what Mr. Oldham has to say: 
“Thus it is evident that the difference 
between the financial condition of the 
strong roads and the weak—is ac- 
counted for by the form of their finan- 
cial structures. This is an important 
fact, for it indicates that by making 
over the financial organizations of these 
‘weak’ roads, they can be placed on a 
basis of financial soundness similar to 
that of the so-called ‘strong’ roads.” 


Consolidations as Proposed by Oldham 
Plan 


The consolidations proposed by Mr. 
Oldham only serve to emphasize the 
wide difference of opinion that is 
bound to arise when it comes to 
actually devising a means for consoli- 
dating the Class I roads of the country. 
Mr. Oldham makes some very radical 
changes from the original plans of the 
Interstate Commerce Commission and 
Professor Ripley. 

First of all Mr. Oldham proposes 
13 systems to cover the country in- 
stead of the original 20 systems. In 
the Eastern Group the more important 
changes are as follows: 

1. The New England system to be 
jointly controlled by the four large 
trunk line systems of the East 

2. The Nickel Plate—Lehigh Valley 
system is discarded, the former road 
included in the Erie system and the 
latter in the Baltimore & Ohio—Read- 
ing system. 

3. The Pere Marquette instead of 
being the basis for an independent sys- 
tem is also included in the Erie system. 

This plan of Mr. Oldham’s does not 
appear to be a very sound one because 
he has apparently not given sufficient 
weight to three of the most important 
considerations that must form the basis 
of any plan to consolidate the rail- 
roads, and they are, namely: 

(a) The maintenance of free com- 
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petition between roads operating in the 
same territory, and, 

(b) The maintenance of a sufficient 
number of competing systems to take 
care of the growing requirements of 
the country. 

(c) Maintenance of existing channels 
of trade. 

To eliminate these two systems in 
the East would not be in keeping with 
the plan (b), and the inclusion of Nickel 
Plate and Pere Marquette with the 
Erie R. R. would certainly destroy the 
open competition between these three 
roads, which it is very important to 
maintain. The inclusion of Lehigh 
Valley with The Baltimore & Ohio— 
Reading system is certainly not in 
keeping with the third basic considera- 
tion for consolidation. 

In his 7th system Mr. Oldham in- 
cludes the Seaboard Air Line with the 
Southern system. The Commission’s 
plan to include this with Illinois Central 
seems to be a decidedly better disposi- 
tion of this road. Reasons for this were 
fully discussed in the October 29th 
issue of THe MAGAZINE oF WALL STREET. 


Northwestern-Southwestern 
Consolidations 


Perhaps the most startling proposal 
of all is the one in which Mr. Oldham 
links the Southwestern roads with the 
Northwestern. What benefits would 
accrue to the roads or the country from 
such an arrangement seems hard to 
ascertain. Mr. Oldham states in so 
many words that the linking of South- 
western with Northwestern carriers will 
give direct and through routes from 
the north to the south and will enable 
each Northwestern road to compete 
successfully with each other in the 
Southwest, but will not the same 
through routes be there whether these 
roads are consolidated or not? It is 
entirely unnecessary that the roads in 
one region invade the territory of an- 
other to effect any economy in opera- 
.tion or to benefit the business of the 
country one iota. 

This does not appear to be nearly so 
feasible a scheme as that of consolidating 
and strengthening the Southwestern roads 
into three or four independent competing 
systems. 





THE FUTURE OF NON-FERROUS 
METAL PRICES 


(Continued from page 240.) 











ZINC has shown more signs of life 
recently with quotations at about 4.65 cents 
a pound against 4.27 cents a pound last 
July. The unfavorable statistical position 
of this metal is gradually being improved. 
Consumption is developing on a larger 
scale. and the outlook seems for a higher 
and broader market within a relatively 
short period. 
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THE FUTURE OF THE WORLD’S 
CURRENCIES 
(Continued from page 239.) 














“Tt is clear then that in the solution of 
the world’s present economic and fiscal 
problems the United States must also play 
its part. The solution can be achieved 
only by a realization of the fact that as 
this gigantic conflict was universal in its 
scope and in its effects, so the remedy 
must be equally universal in character. 
Whether we desire it or not, we have all 
become integral parts of a stupendous 
world mechanism, no portion of which can 
cease to function without inevitably 
affecting the activity of the rest. The 
slogan of economic and fiscal reform must 
be: ‘Set your own house in order, but 
join with your neighbors in setting the 
world house in order.’ To this imperious 
demand practical policies must be adjust- 
ed; for the sake of this economic necessity 
old shibboleth must be discarded and out- 
worn political programs relegated to 
the dust heap. Not aloofness, but con- 
structive co-operation jn both politics and 
economics must henceforth become the 
watchword of the United States.” 

In a prefatory note to Dr. Seligman’s 
work, President Alvin W. Krech, of the 
Equitable Trust says, in part: 

“Currency inflation and public debts 
form a vexing problem which has called 
forth the liveliest discussion not only in 
the ranks of economists, but also among 
business people who find in the fluctua- 
tions of the foreign exchanges a constant 
reminder of the financial difficulties which 
confront the world. In asking Dr. Selig- 
man to prepare for our enlightenment an 
historical sketch of currency inflation and 
public debts, we believed that a study of 
the past might well help us to understand 
better present-day conditions. Dr. Selig- 
man’s timely paper and his conclusions 
drawn from the lessons of history have 
encouraged us to present here, under the 
guise of a prefatory note, a few observa- 
tions. 

“1. As is clearly pointed out, there is no 
such thing as a medium of exchange, 
money or currency which is not subject to 
fluctuations in value; gold, silver, copper, 
all fluctuate. Fiat money fluctuates not 
merely in accordance with the laws of 
supply and demand; the determining 
factor of its fluctuations is to be found 
in the credit of the issuing nation, and as 
every emission of such currency is the 
consequence of impaired national credit, 
it is, in effect, a step on the road to the 
possible repudiation of existing debts. As 
a consequence each step towards repudia- 
tion affects adversely the class which has 
invested its savings in obligations solv- 
able in the forced currency, while it has a 
contrary effect upon the debtor class. 

2. The pound sterling would be at 
parity with the American dollar even 
though not convertible into gold (except 
as affected by the balance of trade), pro- 
vided the British Government debt were 
in a fair way to progressive liquidation. 
The same is true of the French franc. 

3. A stable currency, that is to say, a 
currency based upon its interchangeable 
value with gold at parity, however desir- 
able, does not seem to be essential to free 
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LUCK? NO! —SCIENCE! 


“NOW THAT WE ARE ON THIS SUBJECT OF INVESTMENTS, let 
me ask you this: If two men start out with the same amount of money, 
the same experience—or lack of it—and the same natural ability, why 
will one of them so frequently be more successful than the other? 

“Is it luck? Perhaps you will say so. And you are right if LUCK is 
but another name for OPPORTUNITY—and being prepared to grasp the 
opportunity when it presents itself. 

“Take myself. You think I am extremely lucky in making investments 
—don’t you? Luck hasn’t entered into it at all. 

“I have simply taken the advice, information and assistance of experts 
in investments who have no securities to sell, men whose business it is 
to keep informed of every slightest change in the factors that influence 
security values. 

“There is no reason why you should not make profits as consistently 
as | am doing. You will, if you subscribe for the Investment and Busi- 
ness Service of the Magazine of Wall Street.” 


HAVE YOU BEEN TRUSTING TO LUCK 
IN YOUR INVESTMENTS?—IN YOUR TRADING? 


STOP IT—NOW USE SCIENCE 











As a subscriber to our Investment 
and Business Service, you will re- 
ceive every week an eight-page 
Service Report, which will aid 
you to select the securities which 
are in a strong or weak Techni- 
cal Position. It will indicate into 
which stocks to switch when your 
capital is tied up in inactive com- 
mitments—enabling you to make 
up losses. 


This service will point out the 
most desirable investments at all 
times. 


In addition to this regular weekly 
Service, special reports are issued 
when important changes in the 
trend or other developments of 
market influence occur. 


You will be entitled to a complete 
analysis of your security hold- 
ings and of those you may con- 
template buying. 


The cost is but $100 per year. 
We shall allow you, however, to 
test it for three months at $30. 


MAIL COUPON TODAY 
With your subscription, you may send us a list of questions, on which 
we will render our opinion, without extra charge. 


> a 
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The Investment and Business Service of 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 
Gentlemen: Enclosed find my check 


for | 0 for your Investment and 


Business ice, to be sent me once a 
an entire year . 
week for } or three 17a begin- 


ning with the next issue. 


REGED ccccccevcccccscocoteccencsconccosecs 
Dec. 24 
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There is now a way to save on a sys- 
tematic basis and invest your savings 
in Farm Mortgage Gold Bonds. This 
new plan enables you to earn the full 
7 per cent on your savings. 


The True Story of Plain Tom Hodge 


is the story of a poor immigrant who 
came to America 18 years ago and is 
now wealthy through systematic sav- 
ing and investing. It tells you all about 
the plan. It will show you how you 
can save and invest on a more profit- 
able basis—how you can immediatcly 
begin to enjoy new advantages and 
become financially independent. The 
Tom Hodge book will reveal to you 
a new opportunity and a new future. 
Ask for a FREE copy today 


George M. Forman & Company 


Farm Mortgage Investments 
167 West Monroe Street, 
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Export 


We are Members of the 
New York Curb Market | 
and solicit your orders on 
that exchange. 


No Margin Accounts Accepted 
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commercial 
commodities. 

4. The extraordinary currency inflation 
of the various late belligerent govern- 
ments of Europe is setting up new and 
wholly factitious channels of world trade. 

Dr. Seligman’s paper is, it must be ad- 
mitted, not conducive to optimism, but to 
our mind its austere and clear outlines 
convey a lesson which should not be 
missed. 

Europe must be given a true peace 
capable of bringing back faith in the 
future, without which her most strenuous 
efforts must remain sterile. Europe can- 
not live without a peace full of serenity, 
without good-will among its several na- 
tions; there is not one nation in Europe 
which can live without the good-will of 
the other nations. Talleyrand said: “Pour 
moi, les vrais intéréts de la France ne 
sont jamais en opposition avec les vrais 
intéréts de VEurope.” Thus spoke the 
greatest master of French diplomacy, and 
his splendid dictum should be the motto 
of every diplomat, of every statesman in 
the world: “The true interests of my 
country are never in opposition to the true 
interests of the world.” 


interchange of credits and 





THAT HOME 
(Continued from page 262.) 











Let us suppose he buys the house for 
$10,000, paying in his $3,000 cash and 
giving a mortgage for $7,000 at 6%. 
His outgo now is: Interest, $420; taxes 
(say) $250; repairs and insurance (say) 
$120; total $790, to which must be 
added his $210, formerly received on 
investment. 

This makes a total charge of $1,000 
as against a rental payment of $1,200. 
The saving of $200 over the $210 cal- 
culated worth of his $3,000, results in 
about 14% on his $3,000 when invested 
in a house. If my figures are fairly 
correct as to above, the result is cer- 
tain. —Old Reader. 





Investments in Building & Loan 
shares mature in a period of years after 
the original investment was made. 
During life of the shares, interest of 
sometimes as much as 8% a year is 
paid. At maturity, the full investment 
is returned, as well as an additional 
percentage, depending upon the “earn- 
ings” of the series invested in. To re- 
invest the money invested in such 
shares is merely in line with the cus- 
tomary savings idea of pyramiding your 
savings. You “get on” when you enter 
a series. You don’t “get off’ until you 
feel inclined. If our version of the answers 
to your questions is not clear, we sug- 
gest that you approach the Franklin 
Society for more detailed information. 

Your outline of the financial side of 
home-building is interesting and con- 
vincing. Your figures will not, we sup- 
pose, apply in the same proportion in 
every case. However, they seem 
reasonably conservative. 

Perhaps other home builders can 
check them up for us from their own 
experience. If so, we should be glad to 
publish their views. Meanwhile, we 
thank you for your inquiry.—Editor. 








ABOUT BANKS AND BANKING 


(Continued from page 240.) 








for a broadening demand in the leather 
market, both from domestic and foreign 
sources. There is little doubt that the 
corner of depression has been turned and 
that the industry is’ headed toward a 
period of greater stability.” 

As to whether or not expansion is jus- 
tifiable at this time, that depends entirely 
upon the actual condition of your own 
organization. Your organization’s “re- 
sources”—which is a short way of refer- 
ring to its ability to turn out more goods 
without sacrifices elsewhere—is of pri- 
mary importance. There are concerns 
which are so loosely strung together that 
no amount of business improvement could 
justify further expansion; other concerns 
so tight, compact and efficient that they 
could profit from only a slight upturn. 

If you do not feel competent to decide 
this question for yourself, it would be a 
wise plan for you to secure the services 
of a competent industrial engineering 
house, or of a bank. Efficiency in the 
organization you've got is something it 
pays to be mighty sure of before you start 
branching out. 

We recently had occasion of discussing 
a problem somewhat similar to yours with 
representatives of the Guaranty Trust Co. 
You could not do better than lay your 
proposition before an institution of this 
character and calibre. 





IS GERMANY COMING BACK? 
(Continued from page 235.) 








instance, who bought 10,000 marks’ worth 
at 4 marks to the dollar, which cost him 
$2,500. If he should sell now, although 
his stock is now selling for 800% of 
what it cost him, he would get only $400, 
a loss of $2,100 on his commitment. The 
same holds true of stocks bought since 
the war at various levels of the mark. 

The rise in the dollar rate makes Ger- 
man stocks go up on the home markets, 
but at the same time makes their value 
less in America. The only consolation the 
speculator in German securities has is to 
look at the chaps who bought marks at 6 
and 4 and 2 cents to the mark on the 
“certainty” that it was going to par within 
a year. Naturally the losses of the out- 
and-out speculator in marks are consider- 
ably heavier, as he has nothing correspond- 
ing to the increase in the price of stocks 
to partially offset his losses. 

Within Germany, however, there con- 
tinues to be a terrific bull wave, both in 
the foreign exchanges and the home se- 
curities. It is called by the German 
writers the “Flucht vor der Mark,” or 
flight from the mark, the theory being 
that a German is willing to invest his 
money in goods, foreign exchanges, se- 
curities, real estate, or anything but mark 
currency. 

The speculation here is even more 
widespread than we had it in America in 
the palmy days of 1919-1920. The banks, 
which handle all the Stock Exchange 
business here, are doubling and tripling 
their office force, buying up buildings at 
fabulous prices, putting up new buildings 
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PRIMADO CIGARS 
a good investment! 
$42 He (Pinamufactarer 7 


is a cigar you can 
bank on—made of preferred 
Box of 50 Havana stock—grown on 
° our own plantation § in 
cents Melina, Cuba, renowned 
for its tohacco of fine qual- 

apiece! ity and fragrant aroma. 


SMOKE 3 FREE 


out of the box—if not completely 
satished, your money cheertully re- 
funded. Representative will gladly 
call with samples—or send moncy order 
or check direct State preierence tor 
mild, medium or strong. 


H. A. GEIST CO. 
(Established 39 yvears) 

246 Pearl St., bet. John and Fulton Sts. 

Phone Jobn 2325. 






















Clears your desk for action 
The Kleradesk automatically sorts and 
routes mail, memos, orders, ete., for all 


to whom mail is distributed. It hot 
reference papers out of th way but | 








immediately ut hand when needed. | 
A Stee! Sectional Device 
Add compartn ts as required Sections $1.20 | 
eacl Six compartment model illustrated ab 
$8.40 Indexed front and back Write for free 


instructive, illustrated folder, “How To Get 
| Greater Desk Efficiency.’’ : 


Ross-Gould Co., 


333 N. 10th—St. Louis (5) 

"Td New York Ihilade!phia 
i] cl e ‘leve ne 
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Oil Stocks 


Crude oil prices have advanced. 
Great earnings for all companies are 
practically inevitable. 


Larger equities should be built up 
behind all shares and increased divi- 
dends may be expected. 
Enhancement in oil stock prices ir- 
variably follow such developments. 
To help you in the selection of your 
purchases we will send gratis a copy 
of our 


“INDEPENDENT OILS” 


a book in which are analyzed over 
75 leading companies—full of vital 
information in condensed under- 
standable form. 


Copy sent on request for MW2 
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MEMBERS CONSOLIDATED STOCK EXCHANGE OF HY 


e STOCKS & BONDS * 
50 BROAD STREET, NEW VORK 


UPTOWN OFFICE, 126-30 East 58th St. 
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(and they are among the few who are) 
and have announced that they will receive 
no orders after nine o'clock in the morn- 
ing. At Frankfort the Exchange is closed 
about three days a week, on account of 
too much business. When the market is 
closed huge crowds form in front of the 
banks to read the latest quotations, a 
phenomenon never seen before, and in the 
crowds are young bloods, elderly, worried 
officials, robustious business men, work- 
ingmen, women of the people, in short, a 
cross-section through German life. 


No Time to Buy Marks 


With all these people so anxious to get 
rid of their marks in favor of something 
representing more durable values, it seems 
to be-no time for foreigners to contra- 
dict their opinion by making fresh pur- 
chases of marks. In fact, indications are 
pretty definite that now is a time to close 
out all holdings, no matter what the loss, 
lest worse things befall. As for holders 
of German securities, in view of the fact 
that stock prices do not fall when the 
dollar rate falls quite as fast as they rise 
when dollars rise, it would seem advisable 
to sell on a substantial dip in the dollar 
quotation, with instructions to convert the 
marks obtained by the sale of the securi- 
ties into dollars at the prevailing rate. 





A GIANT TEMPORARILY 
CRIPPLED 


(Continued from page 250.) 





has instituted a policy of wage reduc- 
tions which will bring the wage level 
down to that existing in the Spring 
of 1920. Furthermore, and what is 
probably the main point of improve 
ment, the company is not buying mer- 
chandise very heavily and is resorting 
to every means to reduce its inventories 
as much as possible. It is probable, 
therefore, that within a period of, say, 
six months this item will have been 
reduced to a healthy figure. 
Outlook for Common Shares 

So far as the outlook for the com 
mon stock is concerned, it appears.that, 
regardless of further reduction in in 
ventories, resumption of dividends on 
this issue will have to wait upon a 
considerable reduction in notes and 
bank loans. In a previous article on 
this company, the writer pointed out 
that Sears, Roebuck common was not 
attractive as a non-dividend payer at 
65, which was the price’ then quoted. 
Since that time the stock has declined 
to about the present level of 54; but 
the same thing still applies. For those 
who can afford to wait, the present 
price of the issue commands consid- 
eration. Undoubtedly Sears, Roebuck, 
as an old and stable concern, will event- 
ually emerge from its present difficul- 
ties, and when its funded and floating 
debt has been removed, the common 
stock may revert to its old-time status 
as a standard issue. But for investors 
who require immediate return on their 
investment, there are other issues that 
appear more attractive. 

An Official’s View 

In connection with the foregoing 
discussion of Sears, Roebuck, a mem- 
ber of the staff of this Magazine re- 








What is the 
dividend record? 


HE chance of continuance of 

a dividend on any stock may 
be more accurately determined if 
one is familiar with the dividend 
record over a period of years. 
Past performance is a reliable 
guide, in most cases. 


The Investor’s 
Pocket Manual 


is a handy 272-page book that 
gives dividend records and high 
and low prices over a period of 
years for practically every Amer- 
ican railroad, industrial and min- 
ing corporation. In addition, it 
gives other valuable statistics for 
the trading public. 


Call, telephone or write nearest office 
for your free copy of booklee MX ¢ 


WM. H. MCKENNA & CO. 
New York Offices 
25 Broadway 25 West 43d Street 
Philadelphia Office Pittsburgh Office 
221 South 15th Si 240 Fourth Ave. 


Paterson Office Chicago Office 


119 Ellison St. 178 W. Jackson Blvd. 














$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in an Established Finance 
Corporation 


Enjoying unusual confidence 
Well protected by stringent 
State Banking or Loan Laws 
Lending money on good secur 
ty on the safest basis know: 
to bankers—widely distribute 
loans. 
Under strong management 
with an enviable 8 years rex 
ord of proved value 
An opportunity to share in at 
least one-third of the large 
yearly profits 
—Paying a total of 11% to the 
bondholders now and for five 
years past, and growing steadily 
with the solid expansion of 
its loan service in many States. 
—A combination of every one of 
the elements of security de- 
manded by the most conserva- 
tive investor, carrying with it 
a large share of the profits. 
Over a Quarter Century of experience 
in finance and, business management is 
behind our recommendation of this 
investment. 


Send for Circular M-5 giving full details 


—eeee ESTABLISHED 1893°=— inc. 
IPECIALIZE IN SOUND SECURITIES 
VIELDING ABOVE THE AVERAGE 


26 Cortland St. New York 











STOCK MANUAL 


It contains over 250 pages of valuable 
condensed statistics and information 
relative to stocks and bonds listed on 
the leading exchanges in United States 
and Canada. 
If you cannot call, send for Booklet 
M.W. 365 


WILSON & CHARDON 

Mem. Consolidated Stock Exch. of N. Y. 

62 Broadway New York 
Telephone Whitehall 1964 
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Standard Oil 
Stock 
To Yield 9% 


This stock has_ sold 
above $100 during each 
of the last nine years. 


It is now available at a 
price to yield more than 
%. 

Dividend rate $8.00 a 
share or more for the 
last 10 years. 


Send for special letter on 
this issue and December 
summary of Standard 
Oil Stocks and Oil Pro- 
duction. 


Call, Telephone or write 
for Circular M-52 


RASMUSSEN & CO. 
STOCKS — BONDS — GRAIN 


111 Broadway New York 
Tel. Rector 4061 





cently had occasion to talk with one 
of the company’s officials. The official, 
although he did not feel justified in 
talking “for publication,” nevertheless 
had some interesting things to say 
which, in effect, we append here: 

“Sears, Roebuck contemplates no 
new financing. 

“Our company is 
shape. 

“Yesterday (December 7) we took 
in 105,000 individual orders for goods, 
as contrasted with 83,000 orders on the 
same day a year ago. 

“We have got a long way to go; but 
we have confidence. 

“The farmers are not buying.: They 
are confining their purchases to the 
absolute minimum. Despite that fact, 
our business is increasing. I do not 
know what will happen when the farm- 
ing community gets back on its feet 
and we have to meet orders from there 
in addition to the business we are al- 
ready doing.” 


in fine financial 





WHAT THE ADMINISTRATION 
HAS DONE 
(Continued from page 229.) 























Building An Income 
Month by Month 


Lack of available funds 
should not prevent the dis- 
criminating investor from se- 
curing sound securities at 
present levels. 


Only a moderate initial 
payment is necessary under 
our Partial Payment Plan; 
the balance is payable in a 
convenient number of small 
monthly instalments. 


An interesting booklet de- 
scribing “Our Consistent 
Savings Plan,” which offers 
greater advantages than any 
form of trading available to 
the moderate and conserva- 
tive investor—will be sent 
upon request. 


Ask for M.W. 14 


= LEFFIER 
Consolidated 
Stock Exchange of New York, 


40 Exchange Place New York 
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recognition of her obligations would 
greatly relieve the strain in France— 
where most of the old external debt of 
Russia is held—and avert the impending 
bankruptcy of Germany. France, if she 
could look to Russia for payment, could 
readily reduce the German reparations. 

“With her vast natural resources, 
two-and-a-half times as great as our 
own, Russia could easily meet all her 
obligations once she is on a productive 
basis, to which she can be readily assisted 
to the advantage of the other powers 
The Russian well is as full as it ever 
was, but the pump needs priming. The 
priming must come in the form of out- 
side capital. In some fashion Russia 
can get along without the rest of Europe, 
but Europe can not recover without Rus- 
sia; and, without the most drastic read- 
justments and the severest economic suf- 
fering, we can not recover without 
Europe. The restoration of Russia to 
her proper function as a vital part of the 
general economic organism of the world 
must precede any marked advance toward 
normality and the lasting improvement of 
business. 

“The three political settlements that 
must precede the re-establishment of the 
world’s economic equilibrium—elimination 
of the debts of the allies to us, rational 
revision of the German reparations and 
the rehabilitation of Russia—can be 
speedily and easily accomplished. The 
best minds of Europe are beginning to 
see both the problem and the solution— 
and our minds must not remain closed. 
America must act. Our government 
ought to take the active initiative. 


Investors Can Influence Action 


“In ordinary times the average investor 
finds difficulty in ascertaining the great 
controlling factors which inevitably de- 
termine the long downward or upward 
swings of business conditions and of the 
securities market. At this time the 
dominant factors must. be apparent to all. 
Not only so, but the average investor 


can influence fundamental conditions and 
the course of the market by adding his 
voice to the demand for a rational gov- 
ernmental policy in respect to those inter- 
national economic problems which can 
only be settled by political action. 

“We are now in what should be a 
period of recovery of business, with a 
strongly rising market for securities 
and commodities discounting an un- 
precedented world prosperity which 
should quickly come. But the adverse 
conditions and factors, which persist be- 
cause of unwise governmental policies, 
are holding back the normal restoration 
of sound economic conditions. 

“Prosperity is on the lap—not of the 
gods—but of the Government at Wash- 
ington.” 





OUTLOOK FOR PHILADELPHIA 
COMPANY’S SECURITIES 


(Continued from page 269.) 








Philadelphia Co. employs a_ relatively 
small working capital in the conduct of 
its business. At the present time it is 
in a strong position with cash and re- 
ceivables of $3,000,000. In addition the 
Duquesne Light Co. has $6,000,000 in the 
banks which sum is set aside for pay- 
ments on construction work now under 
way. This does not take into account the 
cash recently received from the sale in 
October of $16,000,000 first refunding and 
collateral trust 6s, Series A, the proceeds 
of which will be used to retire $9,794,000 
convertible 5% debentures, due May 1, 
1922, and to fund obligation of the com- 
pany incurred for capital expenditures, 
and for retiring other funded indebtedness. 

In view of the fact that over a period 
of years fixed charges have been earned 
on an avérage more than three times 
over the bonds are entitled to a high 
rating. The Ist refunding 6s due 1944 
at present prices of around 91 yield about 
6.8% on the investment. They are a first 
mortgage (subject to $300,000 prior 
liens) on gas properties valued by in- 
dependent engineers at $35,000,000 and a 
first lien on securities of electric light, 
power and oil companies valued at $21,- 
000,000. Against these properties the is- 
sue of bonds is limited to $25,000,000. 
They are further secured by a mortgage 
on additional gas properties valued at 
$41,000,000, subject to $16,622,000 under- 
lying bonds. The 5% debentures due 
May 1, 1922 are an excellent short term 
security selling just under par. 

There is $14.531,150 6% cumulative 
preferred, par $50, outstanding and $42,- 
943,000 common, par $50, which is paying 
6%. At present prices of around 37 the 
preferred yields a little better than 8% 
on the investment and looks like a very 
attractive investment at that price. 

The common stock at present prices of 
about 33 yields 9% on the investment 
and appears attractive as a long pull 
semi-speculative investment, in view of 
the excellent record of the company, its 
good financial condition and the big 
strides forward its electrical depart- 
ment is making. Control of Philadelphia 
Co. is held by the United Railways In- 
vestment Co. through ownership of $24,- 
475,000 of its common stock. 
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for Standard Oils 


The Standard Oil subsidiaries, since their 
Segregation from the Standard Oil Company of 
New Jersey, have established a remarkable 








| fecord for periodical distribution to stock- 
| holders of accumulated profits, in the form of 
big stock dividends. In fact, at the present time 
there are eleven of the subsidiary Companies 
which have accumulated sufficient surpluses to 
justify distribution of stock dividends ranging 
from 100% to 1,000%, these companies being 
dealt with in detail in our bi-weekly publication 


“Income Building” 


This publication, which is devoted to the 
discussion of developments in railroad, indus- 
trial and oil corporations, with special refer- 
ence to those companies in whose securities 
funds may be profitably invested, will be sent 
without obligation, including booklet giving a 
convenient method of buying the Standard Oils. 


Ask for M.W.-6 


Members Consolidated Stock Exchange of Neu: York 
46 Cedar Street, New York 
Telephone 3410 John 





Stock Dividend Outlook 





ROGERS & SULLIVAN 























Stock Options 


Offer great money-making 
possibilities. No margin 
is required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


SH'WILCOXS © 
PUTS ana CALLS 


ARANTEED SY MEMBERS OF THE 
= NEW YORK STOCK EXCHANGE 
233 Broadway 
Phere Barclay 


New York. 
52/6 
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BUSINESS CONDITIONS A LITTLE 
QUIETER 


(Continued from page 271.) 











firm notwithstanding the temporary lull 
in business. Producing interests have the 
market well under hand. There is some 
talk of resuming operations early next 
spring, 

The movement of lead, zinc and tin has 
slowed down as in the case of copper 
but the respective markets hold firm. 
The outlook generally is for an increasing 
demand and very probably a higher price 
level as the fundamental situation with re- 
gard to each of these metals has im- 
proved considerably. 





PAPER 











Slight Improvement Shown 


Although December is generally a slow 
month for the paper business, conditions 
seem to be improving. Newsprint con- 
sumption and demand is somewhat greater 
and foreign competition has eased off, 
many domestic consumers preferring the 
American pro@uct on account of its su- 
periority. Book paper is dull, buyers pre- 
ferring to postpone purchases until they 
can secure better terms. Fine papers are 
a little better but a large demand is yet 
to materialize. Tissue paper is less active 
but sellers are unwilling to shade prices. 

The situation thus has a somewhat ir- 
regular aspect. Probably the only de- 
partment which is working at close to 
capacity is the bag and wrapping paper 
branch. Jobbers complain of dull condi- 
tions in almost every section of the coun- 
try but a greater volume of business is 
in sight. The industry, briefly, is working 
gradually toward a condition of genuine 
stability. 





CHEMICALS 











Demand Larger but Prices Lower 


The contract market for heavy chemi- 
cals is very active. The demand for 1922 
supplies on contract is exceptionally keen 
but prices are being shaded, particularly 
on caustic soda which has seen the first 
contract price for 1922 already lowered. 
However, the general tendency is to book 
contracts well into 1922 and from this 
angle the chemical industry seems con- 
siderably strengthened. 

In the dye market conditions are slowly 
changing. Selling pressure has largely 
disappeared and prices appear at the bot- 
tom. A larger amount of inquiry is noted 
which will probably be translated into 
actual business very shortly. Added busi- 
ness is expected from foreign sources. 

The drug market is slowly hardening. 
Few items in this group are really weak 
and there have been several instances of 
higher prices. Stocks are not large and 


the underlying situation ‘is slowly im- 


proving. 





Dividend 
Forecast 


Three major considerations which 
should influence the purchase 
of securities are dividend rec- 
ord, trade facts and mar- 
ket sponsorship. 


Valuable four-page rating and 
dividend bulletin covering 260 
stocks listed on the New 
York Stock Exchange, 
mailed free upon 


request. 


Ask for M.W 696 


KOHLER, BREMER & @ 


*STOCKS - BONDS - 


32 Broadway. Hampton Hotel, 
NEW YORK ALBANY. BY 











HOW TO RAISE 
BIG 
CAPITAL 


“Quick Financing,” my book 
showing how you may quickly 
sell large amounts of stock in 
any legitimate oil, mining or 
industrial enterprise, is yours 
for the asking—sent you 
FREE. 

You may Succeed like others 


Millions in Western money await in- 
vestment. One company writes me: 
“Our stock sales are averaging a 
little over ten thousand shares 
daily, and we give you’ all the 

credit for our success.” 
Let me send you dozens of similar 
letters from pleased clients, and proof 
that YOU can enjoy similar success 
— my plan. I can show you 
roof that one Compeer sold over 
ONE MILLION SHARES by my 
lan; another FIVE HUNDRED 
HOUSAND SHARES. 
Ask ME about the PROVEN PLAN 
—there IS a way to win! My free 
booklet shows you how. Write me 
and learn the quickest way. 


CUNNINGHAM, Financial Specialist 
Suite 814, Chamber of Commerce Bldg. 
Pasadena, Calif. 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 


Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 


The risk is limited to the cost 








Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities 
afforded by Puts and Calls to take ad- 
vantage of the fluctuations on a small 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a_rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1921 om Mexican 
Petroleum at 140 showed $3400.00 net prof- 
it on each 100 share Put by June 20th, 1921. 


OUT OF TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. can you. My private 
a a code enables you to do this. 
Write for Booklet M-W, it explains how 
t operate. Price list and a copy 

the above chart will be included. 





WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 


23 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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HOW ONE MAN MADE HIMSELF 
SAVE 


(Continued from page 263.) 











strange impulse to experiment, I opened 
five new accounts, and thus transformed 
$2.50 of cash assets into $5.00 of “book 
value” within 24 hours. I promptly put 
the matter out of my mind, but a few days 
later, when I received five new pass books 
and five diplomatically worded letters con- 
gratulating me on my thrift, I felt fool- 
ish, and realized how much trouble I had 
caused, and how I had increased the 
“overhead expenses” of five perfectly 
worthy institutions, and had thereby in- 
curred five new moral obligations, 

Imagination, if allowed to play within 
reasonable limits, sometimes conceives 
strange schemes with worthy possibilities. 
I decided to justify my original pre- 
mature impulse by giving my five new 
bankers their money’s worth, and at the 
same time stimulate my desire to save. 
As ‘my original savings account was 
by this time a little beyond the $100 
mark, I. decided to withdraw an even 
$100 just after the next interest pay- 
ment date, and buy a safe $100 bond 
paying 5% or 6% interest, preferably a 
municipal bond, for this all happened 
before Liberty Bonds wene offered. At 
the same time I decided to build up the 
five new savings accounts in rotation, 
so that each one of the six would be in 
condition to yield an even $100 at a 
different time, and still contain a nest 
egg for another $100 structure. This 
was accomplished by depositing each 
monthly 10% reserve in a different bank 
until I had made a deposit in each of the 
six banks, and then I would repeat the 
cycle. 


How Bonds Were Selected 


In selecting my $100 bonds I consulted 
the bank, became acquainted with some 
of the officials, and asked them to rec- 
ommend a bond which they would be will- 
ing to accept at all times as collaterai 
for a loan of 80% to 85% of the bond’s 
face value. My idea was to provide for 
emergencies and opportunities that might 
require ready money. This proved to be 
a wise precaution, for I learned in due 
time that although the issues I accumu- 
lated were sound, they were naturally 
parts of substantial blocks of such bonds 
as had been underwritten by the bank, and 
which were more welcome as collateral 
in the bank that sold them, than at other 
institutions that were interested more par- 
ticularly in the success of their own un- 
derwritings. 

Furthermore, I learned later that brok- 
ers at a distance had little interest in the 
obligations of municipalities of which 
they had never heard. In fact, on one 
occasion when I desired to offer a number 
of these small municipal bonds,—together 
with some Liberty and Victory bonds 
which had been acquired in due time as 
a result of this “system of compulsory 
saving,”—as collateral for a sum which 
was needed to apply on the purchase price 
of a piece of real estate, I learned another 
lesson. This broker rendered me a serv- 
ice which will not be forgotten, but he 
had the effrontery to tell me that he would 


advance the money more as a_ personal 
favor than in consideration of my assort- 
ment of “junk” regarding which he knew 
little, and as to the ready convertibility 
of which he was in doubt. He suggested 
that the loan be cut down as soon as 
possible so that it would fall within the 
protection of the “Liberties.” This inci- 
dent illustrated the desirability of look- 
ing further ahead than I had done when 
[ bought my first bonds, and suggested 
that it would have been better to con- 
sider securities with a wider and more 
active market, that is to say, at least in 
reasonable proportion, such issues as are 
listed on one of the large exchanges, so 
that they might be more acceptable col- 
lateral on account of.their ready market- 
ability. 
“Reclamation from Waste” 


Aside from the incidental experiences 
with regard to securities, trust companies 
and bankers, derived from this escapade 
in finance, I developed a habit of saving 
that was effective as to results, even if it 
was unnecessarily cumbersome in practice. 
Later, for convenience I reduced the 
number of savings accounts, but I always 
recall the fascination of the “chain sav- 
ings bank game” that I played, and the 
satisfaction I had in making the little 
scheme accomplish its purpose, namely, 
reclamation from waste 





WHY WHEAT IS SELLING AT 
$1 A BUSHEL 


(Continued from page 239.) 








only a “difference”, but no matter what 
the motive may be, an actual bona fide 
purchase or sale is made. Real, tangible 
property is bought and sold. If grain is 
sold “short” a corresponding amount must 
be purchased to offset the sale. If the 
grain is bought “long”, the grain must be 
accepted or sold to some one who wants 
it. Uninformed persons say that the specu- 
lators buy and sell a hundred times as 
much grain as is harvested. This simply 
shows an economic poverty of understand- 
ing. The truth is that the grain marketed 
is bought and sold many times during its 
movement along channels of commerce. 
This is an axiomatic truth. It is impos- 
sible to enter into a contract for the pur- 
chase or sale of grain if there be no 
grain with which to perform the contract. 
It is perfectly apparent that contracts 
cannot be pretended contracts. They must 
contemplate the delivery of the subject of 
the contract, which, at maturity, must be 
performed. Every contract made on the 
Board of Trade_is performed. To be 
sure, many contracts are offset and any 
amounts owing thereon are paid. This has 
been pronounced by the United States 
Supreme Court as being entirely legal and 
as having all the effects of delivery. 

It is self-evident that a time contract 
for, say 10,000 bushels of wheat originat- 
ing with John Smith, and sold by him to 
John Brown, and by the latter sold back 
to John Smith, can legally be, by that ac- 
tion, canceled as effectively as by waiting 
until maturity and exchanging the elevator 
receipts which cover that particular lot 
of grain. Nor would there be any sub- 
stantial difference if there were several 
other persons—five, ten, twentyyany num- 
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ber—between Smith and Brown, all having 
bought and sold contracts between the 
sale of the grain by Smith and its repur- 
chase by him from Brown. If the ring 
of contracts begins and ends with the 
same person there can be no advantage 
in holding them open until maturity and 
then passing the elevator receipts around 
the ring from John Smith, the original 
seller, back to John Brown again, the last 
buyer. Settlements or offsets of this 
nature have been declared by the highest 
court in the country to have all the effects 
of delivery and are perfectly legal. All 
centracts on the Chicago Board of Trade 
which are not offset are performed by act- 
ual delivery of the property; absolutely 
no other course is possible. 


Farmers as Speculators 


The farmer, as a class, is mow the 


largest single body of speculators we havc. - 


He has rapidly become so, changing in a 
space of twenty years from a class, de- 
pendent upon the speculator as a holding 
body because of financial inability, and 
mostly in debt at all times, to the most 
uniformly thrifty class in our country. 
Whereas necessities arising through his 
own impecunious position formerly forced 
the farmer to sell his product without 
delay, today, more than any other class, 
he suits his own pleasure and convenience 
in marketing his products. In doing this, 
he performs the identical function which 
he formerly imposed upon the speculator, 
and takes upon his own shoulders the risk 
of ownership. It is this assumption of 
risk which makes him, as a class, the 
most speculative of any in our country 
today having to do with soil products. 
When the farmer plants his seed he 
becomes a speculator. He doesn’t know 
whether the water and sunlight of 
heaven will find his grain in proper 
quantities to mature it. He anticipates 
“future” Providential favor. When he 
harvests his grain, stores it in his bins, 
and sells 5,000 bushels to his merchant 
to be delivered as fast as farming con- 
ditions will permit, he becomes the 
first trader in “futures.” 


Speculators Useful and Important 


The speculator performs a very useful, 
a very important and a very necessary 
economic function in the marketing of the 
grain crops. This service may be summed 
up in the following words: His opera- 
tions stabilizes the future market, so that 
hedging sales may readily be made at all 


times. Without speculation a _ hedging 
market would not be possible. There 
would be no balance wheel. Without 


speculation the futures market would be 
like a ship without a rudder, plunging, 
under the influence of small buying and 
selling, first one way then another. There 
would be no buyers when elevators at- 
tempted to sell grain for future delivery, 
as a hedge against purchases of grain in 
the country, and there would be no sellers 
when millers wished to buy for future 
delivery as a hedge agafnst flour sales 
for distant shipment. Speculation also 
provides a continuous market throughout 
the year and at reasonably steady prices, 
and such a market is absolutely necessary 
to all who wish to hedge their holdings 
of produce. 
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AS THOUGH YOU HAD 
YOUR OWN EXPERT 


On the Floor of the New York Stock Exchange 


Through our telegraphic advices, you are as closely in touch with what is 
going on in the market, as though you had your own market expert wiring 
you from the floor of the New York Stock Exchange. 


Our wires forecast the movements. The buying and selling of securities on 
the New York Stock Exchange is recorded on the Ticker Tape. By care- 
fully analyzing the message of the tape, it is possible to sense the forces of 
supply and demand that regulate prices. Our interpretation of the imme- 
diate course of individual security prices is offered in The Trend Letter 
Trading Service. 


THE TREND LETTER TRADING SERVICE | 


Our business is to judge the best opportunities for profit as they appear 
among the securities listed on the New York Stock Exchange. It is the 
result of years of practical experience. 

We send you a fast wire (in code, if you wish), whenever, in our opinion, 
certain stocks should be bought or sold. The advice is based on the supply 
and demand of the securities as recorded on the Ticker Tape. We do not 
wire you daily—but only when we expect a move of several points in a cer- 
tain direction, in less time than any other stock, with less risk and greater 
possibilities of success. 

Our wires contain definite and positive advice to buy or sell, naming the 
best stocks. When it is time to close a trade, we also wire you, unless the 
transaction is closed by one of our other methods. 


We endeavor to make a comparatively small amount of capital do a great 
deal of work within a limited time. By working with the trend of the mar- 
ket, and of certain stocks, and by trading on the long and short sides of 
the market, we make quick turns and clean up so that we will be in a posi- 
tion to take on another transaction when an opening appears. 


We put you into the market and get you out again. 


Our plan is to kill your losses and to build your profits and 
then to protect these profits. We are not infallible, but we are 
right often enough to more than make up for incidental losses. 


If you are going to trade at all, employ the best judgment you 
can. It is not a question of how much you can make on your 
own judgment, but how much more we can make for you. 


Send Us the Coupon and Full Particulars Will be 
Promptly Sent to You 


The Trend Letter Trading Service 
42 Broadway New York 


— ae oe oe oe FREE INQUIRY BLANK owe m= me me 3 me me 


THE TREND LETTER TRADING SERVICE 

42 Broadway, New York 
Gentlemen :—Please explain in detail how The Trend Letter Trading Service 
would operate for me. 

















Sound Securities 
Paying Over 72% 


are becoming scarcer every day. 
Those issues which we consider 
most desirable are placed in our 
special list of 15 stocks and bonds. 


The list contains first mortgage 
bonds, high grade notes, pre- 
ferred and common stocks. It 
will be sent to interested in- 
vestors on request, together with 
full information about our 


PARTIAL PAYMENT PLAN 


This plan clearly shows the value 
of systematic saving and the ad- 
vantage of saving now. 


Ask for M.W.-36. 
R.J. McClelland & Co. 


Investment Securities 
60 Broadway New York 
Tel. Bowling Green 9930 








MARKET STATISTICS 


N. Y. Times 
20 Indus. 
Monday, Dec. 5 78.93 
Tuesday, Dec. 6........ 
Wednesday, Dec. 7 
Thursday, Dec. 8 
Friday, Dec. 9 
Saturday, Dec. 10 
Monflay, Dec. 12 
Tuesday, Dec. 13 
Wednesday, Dec. 14.... 
Thursday, Dec. 15 
Friday, Dec. 16 
Saturday, Dec. 17 


Dow, Jones Avgs. 


N. Y. Times 
7—50 Stocks—— 
High Low 
68.83 67.64 
68.63 67.66 
68.92 67.71 
68.06 67.14 
67.96 67.17 
68.33 67.72 
68.49 67.60 
68.88 67.82 
68.77 68.02 
69.20 68.13 
69.04 68.07 


20 Rails 
75.0 
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Every Investor Should Have 


THE INVESTOR’S 
POCKET MANUAL 


272 Page Booklet Issued Monthly 


5,000 high and low records and statistical 
description of 400 corporations, important 
facts, earnings, dividends, etc. Will be 
furnished FREE by your local investment 
house to investors or traders on request 
OR we will furnish the names of the re- 
liable houses who will supply FREE 
monthly copies OR for 30c. latest issue 
will be sent direct by FINANCIAL PRESS, 
Publishers, 112 Broad St., New York. 
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Wanted 
ADVERTISING 
EXECUTIVE 


For New York and the New England 
States, as distributor and manager. 
Must be of good firancial standing, and 
responsible for stock of mdse. Would 
sell an interest to right man, as _man- 
aging stockholder for Eastern States 
and Europe. 


Address, Manufacturer, 


219 South Dearborn St., Suite 219, 
Chicago, Illinois 

















accumulation must be done over a certain 
range, and not at a specified figure. In 
this a pool is at a disadvantage compared 
with an individual whose buying or sell- 
ing is usually at one figure and does not 
in any way affect the market. 

A pool, having taken a long position, 
is in a position to sell some stock on 
bulges and replace it on declines, thus 
marking down the cost of its holdings 
and increasing the possibility of profits. 

Another point to remember about pool 
operations is that these are rarely under- 
taken unless some event or condition or 
bit of news which is expected in the fu- 
ture, or a change in the conditions of the 
industry is of such a nature as to lead 
the pool to believe that it will be able to 
dispose of the stock at higher figures. 
For example, if the oil business is, as it 
appears, improving, and those in such a 
pool believe that within a few months, or 
half a year, conditions will be so much 
better that a much higher market will 
exist, then they would be justified in ac- 
cumulating most good oil stocks “on 
weakness.” 

An operation on the short side would 
be conducted on the same principle, ex- 
cept that the members of the pool would 
probably sell all their long stocks first 
and then get a short position by keeping 
the stock within a trading zone of a cer- 
tain number of points and distributing to 
any buyers that appeared. 

It is for the above reason that trading 
zones, which we have previously referred 
te, are quite important, inasmuch as they 
frequently show preparation for an up- 
ward or downward move, and as such can 
be watched for an inkling as to which 
way this swing is likely to be. 


What “Sold Out” Means 


In stock market literature, we very 
often see the expression “sold out” re- 
ferring to the condition of the whole 
market or of a certain stock in which 
there is very little pressure and no more 
offerings for sale. When a stock reaches 
this condition there are very few and only 
very small transactions with little varia- 
tion: sometimes there may be a day or 
two when no transactions at all will take 
place. This means that liquidation has 
ceased and that the stock is in a posi- 
tion to respond to any favorable news. 


“Market Orders” and “Limited Orders” 


Ordinarily the ticker is seldom more 
than a minute or so behind the actual 
transactions happening on the floor of the 
Exchange, and orders placed “at the mar- 
ket” can ordinarily be executed and re- 
ported to the customers within three to 
five minutes. However, in very active 
markets the ticker is frequently behind, 
so that proper allowance must be made 
for prices and reports. Normally, do 
your buying and selling “at the market” 
in all active stocks; in other cases, either 
get a quotation and make your price or 
place a limit. You can say, for instance, 
“Sell 100 Louisville & Nashville at 98 or 
better,” and be sure you will not get less; 
and you may even get 99 if the market 
happens to be 98-100. Whereas, you 
might get 95 if the market slips, and the 
“quote” is altered to 95-98. Most pre- 
ferred stocks are “inactive,” and had bet- 
ter be quoted and price limits made be- 
fore buying or selling. The same applies 
to the majority of bonds that often fluc- 
tuate a point or over between sales. 
Make your orders “good until counter- 
manded,” and remember your orders. 
Cancel such “open orders” when you 
make changes. 





THAT STEEL MERGER 
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jumps before taking any steps to carry 
them through. 

And if the consolidation is consum- 
mated room for other mergers would still 
exist. It is conceivable that the great 
head of Bethlehem Steel, Charles M. 
Schwab, will eventually absorb plants 
rounding out his organization further. A 
number of small concerns will of neces- 
sity be left out and these may consolidate 
for self protection if for no other reason. 
The next year or so promises to be one 
of many steel groupings. 


A Word of Warning 


It might not be out of place to insert 
here a word of warning to the specula- 
tor: 

Any steel merger that is worked out 
will be on a basis of values. It cannot 
hope to succeed otherwise under pres- 
ent day conditions. Purchase of steel 
stocks merely on consolidation rumors 
and without regard to values would 
therefore be unwise. 
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